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Release No. 12163A/March 5, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
OPTIONS CLEARING CORPORATION (File No. SR-OCC- 
76-1) 


The Options Clearing Corporation (“OCC”) submitted, on 
February 27, 1976, a proposed rule change, in accordance 
with Section 19(b)(3)(A)(ii) of the Securities Exchange Act 
of 1934 (the ‘‘Act’’) and pursuant to Rule 19b-4 thereunder. 
The proposed rule change reduces the fee for processing 
transactions executed at prices of $1.00 or more from 
$0.195 per contract to $0.15 per contract. The reduction is 
to become effective with the March, 1976, billing. 


In its submission, OCC states that the purpose of the fee 
reduction is to adjust OCC’s clearing fees to a level more 
closely approximating OCC’s operating costs. 


The foregoing rule change has become effective pursuant to 
Section 19(b)(3)(A)(ii) of the Act. At any time within sixty 
days of the filing of the proposed rule change, the Commis- 
sion may summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or appropriate 
in the public interest, for the protection of investors, or 
otherwise in furtherance of the purposes of the Act. 


Publication of the rule change is expected to be made in the 
Federal Register during the week of March 8, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capito! Street, N. W., Washington, D. C., 20549. Reference 
should be made to File No. SR-OCC-76-1. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N. W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of OCC. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12166/March 5, 1976 


An order has been issued granting the application of the 
following stock exchanges to strike from listing and registra- 
tion the specified securities of the following companies: 


New York Stock Exchange, Inc. - GAC Corporation (common 
stock and 5-7/8% convertible subordinated debentures, due 
1994). GAC Properties Credit, Inc., 11% senior debentures, 
due 1977; 12% senior debentures, due 1975 
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Cincinnati Stock Exchange - Louisville & Nashville Railroad 
Company and Kentucky Central Railway Company (First ee 
gold 4% bonds, due 1987) 

GAC Corporation has filed for reorganization under Chapter 
Xl of the Federal Bankruptcy Act. GAC Properties Credit, 
Inc., a subsidiary of GAC Corporation has filed for 
reorganization under Chapter XI of the Federal Bankruptcy 


Act. | 
e@ 
The application for the striking of the security of Louisville & 


Nashville Railroad Co. and Kentucky Central Railway Co. 
was made at the request of the issuer. } 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12167/March 5, 1976 y 


In the Matter of 


Chicago Board Options Exchange 
LaSalle at Jackson 
Chicago, Illinois 60604 


(SR-CBOE-75-6) 


ORDER APPROVING PROPOSED RULE CHANGE 

On November 12, 1975, the Chicago Board Options Ex- eo 
change filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the Act’), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a proposed rule change. 
The proposed rule change would amend Exchange Rule 7.5 
to broaden the obligation of Supplemental Market Makers. 
The proposed rule change would also amend Exchange Rule 
12.3(b)(1)(C) and add paragraph (d) to Rule 12.3; the object 
of these proposals is to strengthen the Exchange’s initial and { 
maintenance margin requirements. 





qe 


Notice of the proposed rule change together with the text of 
the proposed rule change was given by publication of a 
Commission Release (Securities Exchange Act Release No. 
11913 (Dec. 10, 1975)), and by publication in the Federal 
Register (40 Fed. Reg. 59266 (Dec. 22, 1975)). During the 
course of the public comment period, the Exchange filed at 
the Commission's suggestion an amendment to paragraph 
(b)(1)(C){ii) of proposed Rule 12.3, to clarify the provision’s 
intent that in the case of a short listed call option offset by a 
long position in a security exchangeable or convertible into 
the security underlying the call option, where no money is 
payable upon exchange or conversion of the long security, 
such security is valued for margin purposes at the lesser of | 
the exercise price of the call option or the market value of 

such security. The Exchange also consented to extend until | 
March 5, 1976, the Commission's time to act upon the 
proposed rule change pursuant to Section 19(b) of the Act, 
as amended. o & 
The Commission finds that the proposed rule change, as 
amended, is consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the requirements of 
Section 6 and the rules and regulations thereunder. 











eo 





IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on November 12, 1975, as amended, be, and it 
hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12168/March 5, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 
(File No. SR-MSRB-76-2) 


The Municipal Securities Rulemaking Board (‘"MSRB") sub- 
mitted on March 3, 1976 a proposed rule change under Rule 
19b-4 to define the term “bank dealer” as used in MSRB 
rules. 


The foregoing rule change has become effective, pursuant to 
Section 19(b)(3)(A) of the Securities Exchange Act of 1934. 
At any time within sixty days of the filing of such proposed 
rule change, the Commission may summarily abrogate such 
rule change if it appears to the Commission that such action 
is necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 8, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to File 
No. SR-MSRB-76-2. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12169/March 5, 1976 


Admin. Proc. File No. 3-4814 
In the Matter of 


THORNTON D. MORRIS & CO. 
408 Kearns Building 
Salt Lake City, Utah 


THORNTON D. MORRIS 
2106 South Wasatch Drive 
Salt Lake City, Utah 


THORNTON D. MORRIS, DBA 
THORNTON D. MORRIS & CO. 
715 Kearns Building 
Salt Lake City, Utah 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Thornton D. Morris & Co. (“registrant”), a 
registered broker-dealer, Thornton D. Morris, formerly the 
managing partner of registrant, and Thornton D. Morris do- 
ing business as Thornton D. Morris & Co., a sole 
proprietorship, have submitted an offer of settlement which 
the Commission has determined to accept. Solely for the 
purpose of this proceeding or any other proceeding pursuant 
to certain provisions of the securities acts, and without ad- 
mitting or denying the allegations in the order for 
proceedings, respondents consent to findings of misconduct 
as alleged in that order and to the imposition of the sanc- 
tions specified below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that registrant wilfully violated and 
that Thornton D. Morris wilfully aided and abetted violations 
of Sections 15(b) and 17(a) of the Securities Exchange Act 
and Rules 15b3-1 and 17a-5 thereunder; that registrant and 
Thornton D. Morris have failed to comply with the terms and 
conditions of certain undertakings to the Commission; that 
Thornton D. Morris doing business as Thornton D Morris & 
Co., a sole proprietorship, wilfully violated and wilfully aided 
and abetted violations of Section 15(a) of the Securities Ex- 
change Act; and that it is in the public interest to impose the 
sanctions specified in the offer of settlement. 


Accordingly, IT IS ORDERED that: 


(1) The broker-dealer registration of Thornton D. Morris & 
Co. be, and hereby is revoked, and 


(2) Thornton D. Morris be, and hereby is, barred from being 
associated with any broker or dealer, effective on the date of 
this order, provided, however, that after a period of 90 days 
from the date of this order, Thornton D. Morris may apply to 
be associated with a broker or dealer in a nonsupervisory 
and nonproprietary capacity upon a showing that he will be 
adequately supervised. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12170/March 5, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (‘Exchange Act’) the temporary suspension of listed 
and over-the-counter trading for a ten-day period commen- 
cing at 1:45 p.m. (EST) on March 5, 1976 and terminating 
at midnight (EST) on March 14, 1976 of the securities of the 
following issuer which has failed to file with the Commission 
the indicated reports: 


C, |. Mortgage Group, a real estate investment trust organiz- 
ed under the laws of Massachusetts, located c/o C. |. Plan- 
ning, 717 Fifth Avenue, New York, New York 10022 (An- 
nual Report on Form 10-K for the fiscal year ended October 
31, 1975). 


The Commission initiated the subject suspension because 
the subject issuer failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore. brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of. 
said rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12171/March 5, 1976 


In the Matter of 

Boston Stock Exchange 

53 State St. 

Boston, Massachusetts 02109 
(SR-BSE-76-6) 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
AND ORDER APPROVING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1)of the Securities Exchange Act 
of 1934, 15 U.S.C. 78s(b)(1) (the “Act’’), as amended by 
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Pub. L. No. 94-29, 816 (June 4, 1975), notice is hereby 
given that on March 3, 1976, the Boston Stock Exchange 
(the BSE”) filed with the Commission copies of a proposed 
rule change. The proposed rule change would amend 
Chapters XII-A, XIII and XIV of the Rules under the following 
interpretation: The obligation to charge a differential on an 
odd-lot when coupled with a round-lot is eliminated. 


Interested persons are invited to submit written data, views 
and arguments concerning the proposed rule change. Per- 
sons desiring to make written submissions should file six 
copies thereof with the Secretary of Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to File 
No. SR-BSE-76-6. 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 
and the rules and regulations thereunder. Under Section 6(e) 
of the Act, exchanges will be prohibited, effective May 1, 
1976, from imposing any schedule or fixing rates of com- 
missions, allowances, discounts, or other fees to be charged 
by its members for acting s an odd-lot dealer. Nothing in the 
Act prohibits an exchange from taking action, such as that 
being taken currently by the BSE, in advance of May 1, 
1976. 


Further, the Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after the date 
of publication of notice of filing thereof. Eliminating the re- 
quirement that a prescribed odd-lot differential be charged 
will promote competition in odd-lot trading; BSE members 
engaged, or who wish to engage, in odd-lot trading on the 
exchange will be able to compete on the basis of charges for 
odd-lot business. Additionally, the BSE rule change will 
enable investors to receive a reduced charge on odd-lot 
orders coupled with round-lot orders. 


A firm engaged in the odd-lot business on the BSE and 
which is required to charge the fixed odd-lot differential 
would be at a competitive disadvantage with respect to 
firms which execute odd-iot transactions off the exchange 
and are not required to charge the odd-lot differential. 
Immediate removal of the requirement that a prescribed 
odd-lot differential be charged on odd-lot orders executed 
on the exchange will allow exchange members to begin 
competing, on an equal basis, with firms which may begin to 
execute odd-lot orders off the exchange without charging an 
odd-lot differential. 


For the foregoing reasons, the Commission finds good cause 
for approving the proposed rule change prior to the thirtieth 
day after publication of notice of filing thereof. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change referenced above 
be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, . 


pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12172/March 5, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (‘Exchange Act’) the temporary suspension of over- 
the-counter trading for the period commencing at 10:00 
a.m. (EST) on March 8, 1976 and continuing through mid- 
night (EST) on March 17, 1976 of the securities of Govern- 
ment Employees Insurance Company (‘GEICO’) a casualty 
insurance company with its principle executive offices 
located in Chevy Chase, Maryland. 


The Commission ordered the trading suspension at the re- 
quest of GEICO and the Superintendent of Insurance for the 
District of Columbia in view of the continuing uncertainty 
over the company’s financial condition. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 34-12173/March 8, 1976 


Administrative Proceeding File No. 3-4953 
In the Matter of 
MAIN DOLLAR STORES, INC. 


NOTICE OF APPLICATION PURSUANT TO SECTION 12(h) 
OF THE SECURITIES EXCHANGE ACT OF 1934 AND 
OPPORTUNITY FOR HEARING 


The S.E.C. has issued a notice giving interested persons until 
March 26, 1976 to request a hearing on an application by 
Main Dollar Stores, Inc. pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 for an exemption for the 
provisions of Section 15(d) of that Act based upon its claim 
that it is a wholly-owned subsidiary of W.E. Walker Stores, 
Inc. and there is only one record holder of its common stock. 
The Company, a Tennessee corporation, is engaged in the 


business of merchandising various goods to the public at 
discount prices through self-service retail stores. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12174/March 8, 1976 


Admin. Proc. File No. 3-4726 
In the Matter of 
HAROLD WAYNE STANFILL 
ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act and the Securities Investor Protection Act, 
Harold Wayne Stanfill has submitted an offer of settlement 
which the Commission has determined to accept. 


On the basis of the order for proceedings and the offer of 
settlement, it is found: 


(1) That Stanfill willfully violated Sections 5(a) and (c) and 
17(a) of the Securities Act, Section 10(b) of the Securities 
Exchange Act and Rule 10b-5 thereunder; 


(2) That Stanfill willfully aided and abetted violations of 
Section 17(a) of the Securities Exchange Act and Rule 17a- 
3 thereunder; and 


(3) That Stanfill was an officer of a registered broker-dealer 
at the time a trustee was appointed for it under the 
Securities Investor Protection Act. 


(4) That it is in the public interest to impose the sanctions 
specified in the offer of settlement.' 


Accordingly, IT IS ORDERED that: 


Harold Wayne Stanfill be, and he hereby is, barred from 
association with any broker or dealer effective at the open- 
ing of business on the second Monday after the date of this 
order; provided, however, that he may apply to become 
associated with a broker or dealer in a non-supervisory 
capacity after the expiration of eighteen months from the 
date of this order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





' The findings herein are not binding on any other respondent 
named in these proceedings. 
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Release No. 12175/March 8, 1976 
In the Matter of 


Application for Exemption 
from Display Requirements 
of Rule 17a-15 


By 


Bunker Ramo Corporation (“Bunker Ramo”’) 
GTE Information Systems, Inc. (“GTE"’) 
AutEx, Inc. (‘“AutEx’’) 


ORDER GRANTING EXEMPTIONS 


Notice is hereby given that the Securities and Exchange 
Commission has granted exemptions to certain vendors of 
last sale information from Rule 17a-15 (the ‘‘Rule”) under 
the Securities Exchange Act of 1934 (the “Act’’) insofar as 
the Rule requires, through the operation of plans declared 
effective pursuant to its provisions, that vendor interrogation 
systems display consolidated last sale information in accor- 
dance with specified requirements. The exemptions cover 
certain devices which currently are unable to comply with 
the display requirements specified in the Rule and in the 
joint industry plan for the operation of the consolidated trans- 
action reporting system filed with and declared effective by 
the Commission in accordance with the Rule (the ‘Plan’”’). 


In addition to requiring national securities exchanges, the 
National Association of Securities Dealers, Inc., and certain 
non-member broker-dealers to file plans with the Commis- 
sion for the consolidated reporting of transactions in listed 
securities, the Rule provides that any such plan filed with the 
Commission must contain provisions requiring vendors of 
market information to agree to display last sale information 
only in accordance with certain requirements, including the 
following: 


The plans also shall require that any person displaying 
last sale reports [reports of prices and volume of all 
completed transactions] shall agree not to exclude 
such reports based upon the market in which a trans- 
action was executed and that any public display of 
selected last sale reports be clearly identified as only 
reporting selected transactions classified as to size, 
category of security, or other criteria. Each such com- 
posite tape or interrogation system, in displaying last 
sale reports, shall identify the marketplace where each 
such transaction was executed.' 


The display requirements prescribed by the Rule were 
clarified by the Commission in an interpretative release 
issued on March 28, 1975.2 In that release, the Commission 
described the minimum display requirements under the Rule 
as follows: 


Interrogation systems must be able to display the 
most recent last sale price as reported in the con- 





' See Rule 17a-15(b); See a/so Joint Industry Plan, Sections 
Vib), VII(f) and (g). 


2 Securities Exchange Act Release No. 11317 (March 28, 
1975). 
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solidated system, accompanied by, absent an exemp- 
tion, a market identifier indicating the market place in 
which the most recent last sale occurred, and, in addi- 
tion, simultaneously or upon separate inquiry, by some 
non-misleading display of volume. A display of volume 
which is either (i) the volume associated with the most 
recent last sale in the consolidated system, or (ii) 
cumulative volume on a consolidated basis will be 
deemed non-misleading and in compliance with the 
Rule.? 


Paragraph (h) of Rule 17a-15 provides that the Commission 
may exempt from the provisions of the Rule, either uncon- 
ditionally, or on specified terms and conditions, any ex- 
change, association, broker, dealer, or vendor if the Commis- 
sion determines that 


it is not necessary in the public interest or for the 
protection of investors that such exchange, associa- 
tion, broker, dealer, vendor,...be subject to the 
provisions of this Rule. 


Bunker Ramo, GTE and AutEx each have applied for an ex- 
emption from the display requirements of the Rule and the 
Plan. The Commission finds, consistent with the provisions 
of paragraph (h) of the Rule and upon the terms and con- 
ditions stated herein, that exemptions should be granted to 
these applicants. 


GTE Information Systems, Inc. 


GTE has requested an exemption for its ““Stockmaster”’ in- 
terrogation devices presently in use until December 31, 
1978.4 GTE has represented that it is unable to modify these 
machines in order to comply with the requirement of the 
Rule that last sale reports be identified by market of execu- 
tion. GTE has also indicated that it is in the process of phas- 
ing out this equipment and that, if forced prematurely to 
retire these machines from service, it will suffer a significant 
financial loss. 


While the Commission believes it is important that displays 
of consolidated last sale reports identify the market of ex- 
ecution in order to assure that such reports will not be mis- 
leading, the Commission has determined that, in light of the 
relatively small number of machines in service, and in light of 
GTE’s commitment to a firm date for phasing out this non- 
complying equipment, it is not necessary in the public in- 
terest or for the protection of’ investors for GTE’s 
“Stockmaster’’ interrogation devices currently in use to 
comply immediately with the market identification require- 
ment of the Rule and hereby exempts GTE from that require- 
ment with respect to those ‘’Stockmaster” devices currently 
in service until December 31, 1978; provided that GTE 
makes no new installation of “Stockmaster’ equipment. 


Bunker Ramo Corporation 


Bunker Ramo has requested an exemption for its ‘“Telequote 
I’ (“TQ-III") interrogation devices from the requirement 





3/d. at 2. 


* Letter from Eugene E. Mulhern, Divisional Counsel, GTE In- 
formation Systems, Inc., to Andrew M. Klein, Assistant 
Director, Division of Market Regulation, May 23, 1975. 
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that such devices be able to display last sale information on 
a completely consolidated basis without discriminating 
between markets. Bunker Ramo has indicated that 
technical difficulties have prevented it from completing 
modifications to its systems necessary to bring its equip- 
ment into compliance on a timely basis. Bunker Ramo has 
indicated, however, that all of its TQ-IIl devices will be in 
compliance by June 30, 1976, and has requested exemp- 
tions for these machines until that date. In the interim, 
Bunker Ramo has represented that the TQ-I!1 devices would 
display last sale reports from the primary exchange on one 
inquiry, and all other reporting markets (on a consolidated 
basis) upon making a separate inquiry, using a closely 
related interrogation symbol. 


Although the number of non-complying TQ-IIl devices 
presently in use by brokers and dealers is substantial, the 
Commission believes that an exemption of such short dura- 
tion as that requested by Bunker Ramo will not adversely 
affect public investors.6 Therefore, the Commission has 
determined that it is not necessary in the public interest or 
for the protection of investors that Bunker Ramo’s TQ-iII in- 
terrogation devices comply with the display requirements of 
the Rule until June 30, 1976. The Commission, therefore 
grants bunker Ramo an exemption for these devices until 
that date. 


AutEx, Inc. 


AutEx has requested an exemption from the requirement of 
the Rule that last sale reports include a display of volume in- 
formation.’ AutEx has indicated that, unlike the major ven- 
dors, it is a vendor of last sale information only to a limited 
extent. The AutEx system is primarily designed to dis- 
seminate indications of interest for large blocks of stock to 
block traders and institutional investors. AutEx devices dis- 
play consolidated last sale information, but only in two rele- 
vant contexts: 


(i) Last sale data is used as a reference point whenever a 
subscriber requests a display of block trading information for 
a particular security. The information displayed also includes 
the most recent expressions of block trading interest by 
brokers and reports of executed block trades as well as other 
research and market information. 


(ii) Last sale prices also appear on a display of all listed 
securities in which a subscriber is “market minding,’ that is, 
a display for which the subscriber has requested special 
notice and/or display whenever any entry on that display is 
first available. 


The Commission believes that it is not necessary in the 
public interest or for the protection of investors to require 
AutEx to display volume information together with last sale 
reports used in such a manner. It is unlikely that the absence 
of volume information would mislead any AutEx subscribers 
since the AutEx system is generally used only for specialized 
trading purposes. The Commission therefore grants AutEx 
an exemption from the requirement of the Rule that its 
machines include volume information in conjunction with 
any display of last sale reports disseminated through the 
AutEx system, in the manner described above. 


IT IS THEREFORE ORDERED, pursuant to paragraph (h) of 
Rule 17a-15, and upon the terms and conditions stated 


herein, that exemptions from the display requirements of the 
Rule, as requested by Bunker Ramo, GTE and AutEx be, and 
they hereby are, granted. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





5 Letter from William F. Culman, Vice President and General 
Manager, Brokerage Systems, Bunker Ramo Corporation, to 
Andrew M. Klein, Associate Director, Division of Market 
Regulation, August 14, 1975. Bunker Ramo originally also 
requested an exemption for its Market Decision System-7 
(“MDS-7") interrogation devices. That request indicated 
that all MDS-7 devices would be modified to conform to the 
display requirements of the Rule by March 31, 1976. In 
view of the fact that, as a result of the Commission's recent 
clarification (Securities Exchange Act Release No. 12138 
(February 25, 1976)), vendor compliance is not required un- 
til April 30, 1976, the exemption request of Bunker for its 
MDS-7 devices is not moot. 


8 Bunker Ramo has indicated, however, that approximately 
75 percent of the TQ-III devices will be in compliance with 
the display requirements of the Rule by March 31, 1976. 
Letter from M. Sumner, Securities Industry Liaison, Bunker 
Ramo Corporation, to Andrew M. Klein, Associate Director, 
Division of Market Regulation, February 23, 1976. 


’ Letter from Alan F. Kay, President, AutEx, Inc. to Securities 
and Exchange Commission, January 7, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12176/March 8, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-76-10 


The Pacific Stock Exchange Incorporated ("‘PSE’’) submitted 
a proposed rule change under Rule 19b-4 under the 
Securities Exchange Act of 1934 (the “Act’’) on March 5, 
1976, to conform existing rules of the PSE, concerning the 
ability of members to effect off-board transactions in PSE 
listed securities, to the substantive provisions of Rule 19c-1 
under the Act. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 8, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 15 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-PSE-76-10. 
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Copies of the submission and of all written comments will be 
available for inspection at the securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the PSE. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12177/March 8, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-76-3 


The Municipal Securities Rulemaking Board submitted on 
March 3, 1976 a proposed rule change under Rule 19b-4 to 
establish standards of operational capability and 
professional competence for municipal securities brokers, 
municipal securities dealers, and individuals associated with 
such firms. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 8, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-MSRB-76-3. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12178/March 8, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGES BY 
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CHICAGO BOARD OPTIONS 
INCORPORATED 


EXCHANGE, 


File No. SR-CBOE-76-6 


The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted on March 2, 1976 a proposed rule 
change under Rule 19b-4 to provide that its Board may 
withdraw approval of an underlying security if the Board, in 
its discretion, determines that such withdrawal is ap- 
propriate either because the underlying security does not 
meet the initial listing standards or for any other reason. The 
Board would also be given discretion relating to institution 
of a prohibition against opening purchase transactions in the 
options class covering that underlying security. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 15, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federal Register. Persons 
desiring to make written submission should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to File 
No. SR-CBOE-76-6. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the Chicago Board Options Ex- 
change, Incorporated. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12179/March 8, 1976 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 56/March 8, 1976 


Administrative Proceeding File No. 3-3914 
In the Matter of 


First Midwest Investment Corporation 
1112 North Jackson Street 
Milwaukee, Wisconsin 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act and the Securities Investor Protection Act, the 
court-appointed trustee of First Midwest Investment Cor- 
poration (Registrant), a registered broker-dealer, has sub- 
mitted an offer of settlement, without admitting or denying 
the allegations of the order for proceedings, which the Com- 
mission has determined to accept. 
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On the basis of the order for proceedings and the offer of 
settlement, it is found that Registrant wilfully violated Sec- 
tions 15(b), 15(c) and 17(a) of the Securities Exchange Act 
and Rules 15b3-1, 15c3-1, 17a-3 and 17a-11 thereunder 
and failed to supervise its employees who committed the 
violations, that a preliminary injunction and a permanent in- 
junction were entered against Registrant restraining and en- 
joining Registrant from further violations of Sections 15(c) 
and 17(a) of the Exchange Act and Rules 15c3-1 and 17a-3 
thereunder, that a trustee was appointed pursuant to the 
provision of the Securities Investor Protection act for the liq- 
uidation of Registrant, and that it is in the public interest to 
impose the sanctions specified in the offer of settlement.’ 


Accordingly, IT 1S ORDERED that: the registration as a 
broker-dealer of First Midwest Investment Corporation be, 
and hereby is, revoked.? 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





' The findings herein are not binding on any other respon- 
dent named in these proceedings. 


2 This revocation shall not preclude full application of the 
Securities Investor Protection Act of 1970 and shall not 
effect the contractual rights and obligations of Registrant 
arising prior to October 28, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12180/March 9, 1976 


Administration Proceeding File No. 3-4726 
In the Matter of 


AMBASSADOR CHURCH FINANCE/DEVELOPMENT 
GROUP, Inc. 
WALTER NEWT ROBERTS, JR. 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act and the Securities Investor Protection Act, 
Walter Newt Roberts, Jr. has submitted an offer of settle- 
ment which the Commission has determined to accept. 


On the basis of the order for proceedings and the offer of 
settlement, it is found: 


(1) That Roberts willfully aided and abetted violations 
of Section 17(a) of the Securities Exchange Act of 
1934 and Rule 17a-3 thereunder; and 


(2) That it is in the public interest to impose the sanc- 
tions specified in the offer of settlement.’ 


Accordingly, IT IS ORDERED that: 


Walter Newt Roberts, Jr. be, and he hereby is, barred from 
association with any broker or dealer effective at the open- 
ing of business on the second Monday after the date of this 
order; provided, however, that he may apply to become 
associated with a broker or dealer in a non-supervisory 
capacity after the expiration of one year from the date of this 
order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





'The findings herein are not binding on any other respon- 
dent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12181/March 11, 1976 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
Eleven Wall Street 
New York, New York 10005 


File No. SR-NYSE-76-7 and 
File No. SR-NYSE-76-8. 


Notice of Filing of, and Order Instituting Proceedings to 
Determine Whether to Disapprove, Proposed Rule Changes 
by the New York Stock Exchange, Inc. 


Notice of Filing 


Pursuant to Section 19(b)(1) of the Securities Exchange Act 
of 1934 ' as amended by Pub. L. No. 94-29, 816 (June 4, 
1975) (the Act’), and Securities Exchange Act Rule 19b-4 
thereunder, ? notice is hereby given that on February 5, 
1976, the New York Stock Exchange, Inc. (“NYSE”), a self- 
regulatory organization, filed with the Securities and Ex- 
change Commission proposed rule changes as follows:? 


Text of Proposed NYSE Rule 309% 
No member organization shall have as a parent any per- 


son other than a citizen of the United States or a corpora- 
tion or partnership created or organized under the laws of 





"15 U.S.C. 78(s)(b)(1). 
217 CFR § 240.19b-4. 


3 Publication of the submission is expected to be made in the 
Federal Register during the week of March 15, 1976. 


*The NYSE submission further states: 
“Basis Under The Act For the Adoption of Rule 309 


Rule 309 is based upon the following provisions of the 
Securities Exchange Act of 1934: 
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Section 3(a)(3)(A), defining “member”; 


Sections 3(a)(4) and 3(a)(5), defining “broker” 
and “dealer”; 


Section 3(a)(9), defining “persons”; 


Section 3(a)(19), providing for the definition of 
“company”; 


Section 3(a)(21), defining “person associated 
with a member”; 


Section 3(a)(36), defining ‘equal regulation”; 


Section 6(b)(1), requiring the Exchange to en- 
force compliance by members and persons 
associated with members with the provisions of 
the 1934 Act; 


Section 6(b)(5), providing for the purposes of 
Exchange rules; 


Section 6(b)(8), limiting unnecessary burdens on 
competition; 


Section 6(c)(3)(A)(ii), forbiding membership to 
persons not engaging in just and equitable prin- 
ciples of trade; 


Section 11(a)(2), extending the power of the 
Commission with regard to trading by members; 


Section 11A(a)(1)(c)({ii), providing for ‘fair com- 
petition among brokers and dealers”; 


Section 15(b)(7), providing for standards to be 
met by a registered broker-dealer; 


Section 23(a)(1), granting the Commission 
specified powers of classification, including the 
prescription of ‘‘greater, lesser or different re- 
quirements for different classes”; 


Section 23(a)(2), prohibiting the Commission 
from adopting rules or regulations “which would 
impose a burden on competition not necessary 
or appropriate in furtherance of the purposes of 
this title’; and 


Section 30(b), providing for the extra-territorial 
effect of the 1934 Act. 


1. (i) The adoption of Rule 309 will permit the Ex- 
change to admit as members registered broker-dealers 
which are associated with foreign persons in those 
countries permitting similar access for U.S. broker- 
dealers. Present Exchange rules limiting membership 
for foreign affiliates avoid burdens upon competition 
within the international securities market. 


(ii) Rule 309 will open Exchange membership to 
foreign-affiliate broker-dealers previously barred. 
Membership will be available to those broker-dealers 
associated with foreign parents whose nations of 
domicile and/or principal places of business do not 
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discriminate against American broker-dealers or their 
duly formed subsidiaries. 


** 2 # 


(C) By removing national origin and affiliation 
as a criterion for membership this rule will foster 
cooperation between the several regulatory 
authorities in this country and abroad, and will 
contribute to a greater equality in regulation. 


(D) By conditioning membership on equal 
regulation abroad the Exchange believes that 
other states will be motivated to rescind barriers 
to competition and market entry, thus advancing 
the prospects of a free and open international 
market. 


ee e ® 


5. Comments Received From Members, Participants 
or Others on Proposed Rule 309 


Comments were not solicited. 
6. Burden on Competition 


To the extent that Exchange membership is con- 
ditioned upon nondiscrimination in specific foreign 
states and to the extent that membership on this Ex- 
change is deemed useful, competition in international 
trade will be greatly strengthened. Rather than im- 
posing a new burden upon such competition, Rule 
309 will replace the present prohibition on foreign 
membership; the condition upon which such 
membership is granted is a fair and equitable one. 


Those amendments to the 1934 Act contained within 
the 1975 Securities Acts Amendments, most 
specifically Sections 6(b)(8) and 23(a)(2), bar the Ex- 
change and the Commission from adopting rules im- 
posing burdens upon competition not necessary to ful- 
ly realize the expressed objectives of the 1975 Act. In 
that context this rule furthers the goal of free and open 
access to the international capital markets. As noted 
above, a test of competition limited only to the effects 
upon one securities market must be both simplistic 
and inaccurate. Rather, the effects of a rule upon all 
competition between brokers and markets must be the 
test. It is submitted that the application of such a 
greater test will demonstrate that Rule 309 greatly 
fosters real competition and advances commerce 
between nations.” 





the United States, provided, however, that a member 
organization may have as a parent a person who is other 
than a citizen of, or a company created under the laws of, 
the United States if the Exchange determines that under 
the laws and policies of the prospective foreign parent's 
nation of domicile and/or principal place of business 
similar access or affiliation is permitted for broker/dealers 
domiciled in the United States or their duly organized 
subsidiaries without regard to national origin. 


The NYSE’'s submission states: 
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“Purpose of Proposed Rule 309 


The purpose of this rule is to permit United States 
registered broker-dealers, controlled by persons whose 
nation of domicile and/or principal place of business per- 
mits United States broker-dealers access to their 
securities markets to become members of the Exchange. 
This rule will provide an incentive for those foreign 
nations currently discriminating against broker-dealers 
owned by U. S. persons to similarly revise their rules and 
practices to allow comparable access to their markets for 
broker-dealers owned by U. S. persons and their foreign 
affiliates. 


The proposed rule would allow foreign membership under 
circumstances which would eliminate any unfair dis- 
crimination between broker-dealers in accord with Sec- 
tion 6(b)(5) of the Securities Exchange Act of 1934 and 
avoid imposing an unnecessary burden upon competition 
within the international securities markets in accord with 
Sections 6(b)(8) and 23(a)(2) of the Securities Exchange 
Act of 1934.” 


Text of Proposed NYSE Rule 310° 


(a) No member organization may be or function as a com- 
mercial bank within the United States or any State thereof. 
This provision shall not operate to deprive of membership 
any member organization admitted prior to June 16, 1933. 


(b) No member organization may control, be controlled by, 
or be under common control with an organization which is or 
functions as a commercial bank within the United States or 
any State thereof. 


Supplementary Material 


.10 The term “commercial bank” shall include any organiza- 
tion registered or doing business under the State and 
Federal regulations governing banks and any organization 
accepting deposits of money to be held subject to the 
depositor’s demand, unless such functions are performed 
solely to facilitate activities unrelated to the maintenance of 
such money. 


The NYSE’s submission states: 
“Purpose of Proposed Rule 310 


The purpose of proposed Rule 310 is to exclude broker- 
dealers associated with domestic commercial banks from 
membership on the Exchange. 


As brought out in studies and legislation introduced in 
Congress, anomalous provisions within the United States 
banking regulations permit certain commercial banks to 
freely function as such within the United States while at 
the same time maintaining associations with registered 
broker-dealers performing non-governmental un- 
derwriting functions and otherwise doing business in 
securities. It has been the stated interpretation of 
regulatory authorities charged with the administration of 
Federal banking laws that such associations are contrary 
to the public interest and should be corrected forthwith. 


In the absence of such a rule the Exchange believes that 


certain U.S. bank affiliates could become members of this 
Exchange. This connection between banking and 
securities activities would gravely prejudice equal regula- 
tion of broker-dealers, as required by Section 6(b)(5) and 
would impose an unnecessary burden upon competition 
in violation of Sections 6(b)(8) and 23(a)(2) of the 1934 
Act. It would permit, contrary to the requirements of Sec- 
tion 6(b)(5), unfair discrimination between brokers and 
dealers.” 





5 The NYSE submission further states: 


“Basis Under the Act for the Adoption of Rule 310 


Rule 310 is based upon the following provisions of the 
1934 Act: 


Section 3(a)(3)(A), defining “member”; 
Section 3(a)(6), defining ‘bank’; 


Section 3(a)(21), defining “person associated 
with a member”; 


Section 3(a)(36), defining ‘equal regulation”; 


Section 6(b)(1), requiring the Exchange to en- 
force compliance by members and persons 
associated with members with the provisions of 
the 1934 Act; 


Section 6(b)(5), stipulating the purposes for 
which an exchange may adopt rules; 


Section 6(b)(8), limiting unnecessary burdens on 
competition; 


Section 6(c)(3)(A)(ii), forbiding membership to 
persons and associated persons not engaging in 
just and equitable principles of trade; 


Sections 6(c)(3)(C), providing for the examina- 
tion of persons associated with a member; 


Section 11(a)(2), extending the power of the 
Commission with regard to trading by members; 


Section 11A(a)(1)(C)(ii), stipulating “fair com- 
petition among brokers and dealers” as an ob- 
ject of Congressional intent; 


Section 23(a)(1), granting the Commission 
specified powers of classification, including the 
prescription of ‘greater, lesser or different re- 
quirements for different classes” of persons; and 


Section 23(a)(2), prohibiting the Commission 
from the adoption of rules or regulations “which 
would impose a burden on competition not 
necessary or appropriate in furtherance of the 
purposes of this title” 


(i) The adoption of Rule 310 will enable the Exchange 
to give effect to the provisions in Federal law and 
regulation limiting the securities activities of commer- 
cial banks. 
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(ii) Rule 310 will limit the ability of registered broker- 
dealers associated with commercial banks acting in 
the United States to become members of this Ex- 
change. The Exchange believes this limitation to be 
consistent with its duties and responsibilities under 
the 1934 Act. 


(v)(A) The Exchange has determined, as to its 
members, that its present regulations, with 
several changes recently adopted, will enable it 
to reasonably prevent fraudulent and 
manipulative practices. 


(B) To permit the broker-dealer associates of 
those banks not members of the Federal 
Reserve System to become members while 
limiting the vast majority of other broker-dealers 
from such bank association would foster a 
system of unequal regulation and unfair com- 
petition. 


(E) Congress has specifically found and stated 
that “fair competition among brokers and 
dealers...” is “in the public interest and for the 
protection of investors”. The authorization of Ex- 
change membership for affiliates of U.S. com- 
mercial banks would give such affiliates a 
material competitive advantage over broker- 
dealers not similarly associated. 


5. Comments Received from Members, Participants 
or Others on Proposed Rule 310 


Comments upon this rule were not solicited. 
6. Burden on Competition 


This rule will limit unfair competition between un- 
derwriting associates of United States commercial 
banks and broker-dealers not so associated. Such un- 
fair competition is neither appropriate nor just under 
the United States banking laws and the 1934 Act. 


Those amendments to the 1934 Act contained within 
the 1975 Securities Acts Amendments, most 
specifically Sections 6(b)(8) and 23(a)(2) only bar the 
Exchange and the Commission from adopting rules 
imposing burdens upon competition not necessary to 
fully realize the objectives of the 1934 Act.” 





Proceedings to Determine Whether to Disapprove SR- 
NYSE-76-7 and SR-NYSE-76-8 


The Commission is instituting proceedings pursuant to Sec- 
tion 19(b)(2) of the Act to determine whether the NYSE’s 
proposed rule changes (SR-NYSE-76-7 and 8) should be 
disapproved.® Institution of proceedings appears appropriate 
at this time in view of the substantial legal and policy issues 
summarized below and does not necessarily indicate that 
the Commission has formulated any conclusions with 
respect to any of the issues involved. In that connection, 
however, the Commission has instituted a general inquiry 
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with respect to certain existing exchange rules pertaining 
generally to membership and association with members that 
do not appear to comply with the Act. At the same time, the 
commission released a staff synopsis relating to such 
matters, with emphasis on foreign aspects.’ 


Background 


For several years, there has been a dichotomy among the 
national securities exchanges in their treatment of foreign 
entities. The NYSE and the American Stock Exchange 
(“Amex’’) have membership requirements® which consider 
the nature of the controlling person of an applicant (the 
“parent test’). Among other things, such requirements have 
tended to exclude foreign entities and U.S. affiliates thereof. 
NYSE rules, for example, currently provide that ownership of 
the capital or profit of a member organization by all persons 
as a group who are not United States or Canadian citizens 
shall not exceed 45%, require each applicant to be a U.S. 
citizen, and forbid any member corporation from having a 
board of directors with less than a majority of members or 
allied members of the exchange.® On the other hand, the 
membership policies of the regional exchanges have allowed 
membership to U.S. affiliates of foreign broker-dealers and 
foreign financial institutions. The Midwest Stock Exchange, 
for example, grants membership to any applicant who is at 
least 21 years old and a citizen of the United States or an 
approved country, e.g., United Kingdom, Switzerland, West 
Germany, Belgium, France, The Netherlands, Italy and 
Japan, and who satisfies other basic criteria.'° 





® Section 19(b)(2) of the Act requires, in general, that the 
Commission, within 35 days of the date of publication of 
notice of the filing of the proposed rule changes (or up to 90 
days if certain findings are made and reasons published by 
order) either to approve such proposed rule changes or to in- 
stitute proceedings to determine whether such proposed 
rule changes should be disapproved. The Commission is re- 
quired to approve by order proposed rule changes if they are 
found to be consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to the NYSE. 
The Commission is required to disapprove proposed rule 
changes if it does not make that finding. Section 19(b)(2)(B) 
requires, in general, that the proceedings be concluded and 
the Commission approve or disapprove the rule changes 
within 180 days of the date of publication of notice of filing 
(unless extended for up to 60 additional days and certain fin- 
dings are made and reasons published). 

7 Securities Exchange Act Release No. 12157 (March 2, 
1976). 


® Before the elimination of fixed minimum commission rates, 
there was also the question of non-member access to ex- 
changes — certain brokers which were not members of a 
national securities exchange could obtain a professional dis- 
count from the fixed commission schedule for transactions 
effected through a member. Since the elimination of fixed 
nonmember commission rates, there is not any impediment 
in exchange rules to nonmembers’ negotiating the price to 
be charged by members for their services in effecting tran- 
sactions on exchanges. 

® See New York Stock Exchange Constitution, Article IX, and 
Rule 314.14, CCH NYSE Guide, Vol. 2, Paragraphs 1402 
and 2314.14 (1975). 

'© See Midwest Stock Exchange Bylaws, Article |, Rule 1, 
CCH MSE Guide, Paragraph 2021 (1975). 
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Foreign membership and the issues related to it were the 
subject of an earlier Commission inquiry.'' Interested per- 
sons were invited to comment on a series of questions con- 
cerning foreign membership in and access to the national 
securities exchanges which were designed to secure infor- 
mation on the need for and desirability of changes in the 
rules, policies, practices, and procedures of the Commission 
and those of the national securities exchanges and the 
National Association of Securities Dealers, Inc. with respect 
to the appropriate terms and conditions for foreign participa- 
tion, by whatever means, on the U.S. securities markets. Ap- 
proximately 47 respondents submitted comments. '? 


Since the initiation of that earlier inquiry, the Securities Acts 
Amendments of 1975 (the ‘1975 Amendments”),'? which 
became law on June 4, 1975, significantly affected the 
statutory framework within which the issue of foreign 
membership may be considered. New Section 6(b)(2), for 


example, provides that no exchange shall be registered as a. 


national securities exchange unless, subject to the 
provisions of Section 6(c), the rules of the exchange provide 
that any registered broker or dealer or natural person 
associated with a registered broker or dealer may become a 
member of such exchange and any person may become 
associated with a member thereof.'* Section 6(b)(8) further 
requires a Commission determination that the rules of such 
exchange do not impose any burden on competition not 
necessary or appropriate in furtherance of the Act. 


The NYSE and the Commission have exchanged cor- 
respondence addressed specifically to the foreign 
membership question. On November 13, 1975, the NYSE 
suggested that the Commission should consider the subject 





" Securities Exchange Act Release No. 10634 (February 8, 
1974). The Commission had earlier addressed the issue of 
foreign participation in the U.S. securities markets and 
reached an initial conclusion that, at least with a policy of 
reciprocal access to foreign exchanges for U.S. firms there 
should be a “goal of open access under equivalent com- 
petitive conditions for all qualified brokers of all nations.” 
Securities and Exchange Commission, Statement on the 
Future Structure of the Securities Markets, at 24, (1972), 37 
Fed. Reg. 5286 (1972). See also Securities and Exchange 
Commission, Policy Statement on the Structure of a Central 
Market System, 60-61 (Mar. 29, 1973). 


'2 Securities and Exchange Commission File No. S7-512. 
'3 Pub. L. No. 94-29 (June 4, 1975). 


‘4 During the course of the Senate hearings on S.249, one of 
the two bills from which the 1975 Amendments emerged, 
the NYSE unsuccessfully opposed the membership 
provisions of Section 6 of the Act. The NYSE stated then 
that the provisions of $.249 which now constitute Section 
6(c) of the Act ‘would require the exchange to admit to 
membership foreign broker-dealers or broker-dealers having 
foreign parents,” and would abrogate “the longstanding 
NYSE requirement that the ‘primary purpose’ of every 
member organization must be the transaction of business as 
a broker or dealer in securities.” Written Testimony of the 
NYSE, Hearings on S.249 before the Subcomm. on 
Securities of the Senate Comm. on Banking, Housing and 
Urban Affairs, 94th Cong., 1st Sess., at 404 (1975). See 
also id. at 385. 


of foreign membership a “top priority item.’"'® On December 
4, 1975, the Commission indicated that its staff was of the 
view that: (1) under Section 6 of the Act, an exchange may 
not deny membership to a registered broker-dealer solely 
because it is owned or controlled by foreign persons; (2) the 
1975 Amendments appear to reflect a Congressional ex- 
pression supportive of the United States taking the lead in 
fostering a more open climate for international financing by 
permitting access by foreign firms without attaching prior 
conditions, such as reciprocal privileges for American firms; 
and (3) initiation of further Commission action with respect 
to the NYSE position on membership would be inappropriate 
absent a specific fact situation, such as Commission review 
of NYSE action on a membership application.'® 


On February 24, 1976, the Commission advised the NYSE 
of the current inquiry with respect to exchange rules relating 
to membership and association with members and 
suggested that the NYSE might wish to withdraw proposed 
Rules 309 and 310 pending the completion or further 
progress on that inquiry.'? The NYSE has not withdrawn the 
proposed rules. Since those proposed rules are therefore 
pending before the Commission, it appears appropriate to 
provide a process whereby the underlying issues may be 
resolved on a basis consistent with progress on the Com- 
mission's general inquiry on access standards. 


Grounds for Disapproval Currently Under Consideration 


Section 6(b) of the Act sets forth certain requirements for 
any exchange applying for registration as a national 
securities exchange. After registration, an exchange is re- 
quired to submit any proposed rule change to the Commis- 
sion for a determination that it is consistent with the Act and 
the rules and regulations thereunder. In the view of the 
Commission, a proposed rule change would not be consis- 
tent with the Act and the rules and regulations thereunder if, 
among other things, the Commission could not make the 
determinations required under Section 6(b) of the Act with 
respect to the rules of an exchange which included the 
proposed rule changes prior to registration of an exchange. 
On that basis, the Commission has decided to give notice at 
this time, pursuant to Section 19(b)(2)(B) of the Act, of the 
following grounds under consideration for disapproval of 
SR-NYSE-76-7 and SR-NYSE-76-8.'® 


A. Section 6(b)(2) of the Act requires that, subject to the 
provisions of Section 6(c),'® the rules of national securities 





'S Letter from James J. Needham to Roderick M. Hills, 
November 13, 1975, Securities and Exchange Commission 
File Nos. SR-NYSE-76-7 and SR-NYSE-76-8. 


‘6 Letter from Roderick M. Hills to James J. Needham, 
December 4, 1975. Securities and Exchange Commission 
File Nos. SR-NYSE-76-7 and SR-NYSE-76-8. 


‘7 Letter from Roderick M. Hills to James J. Needham, 
February 25, 1976. Securities and Exchange Commission 
File Nos. SR-NYSE-76-7 and SR-NYSE-76-8. 

'8 It is, of course, possible for a proposed rule change of a 
self-regulatory organization to be inconsistent with other 
provisions of the Act and rules and regulations thereunder. 


‘Among those provisions is Section 6(c)(3)(C), which 
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provides that a national securities exchange may bar any 
person from becoming associated with a member if such 
person does not agree (i) to supply the exchange with such 
information with respect to its relationship and dealings with 
the member as may be specified in the rules of the exchange 
and (ii) to permit the examination of its books and records to 
verify the accuracy of any information so supplied. 





exchanges provide that any registered broker or dealer or 
natural person associated with a registered broker or dealer 
may become a member of such exchange. Proposed NYSE 
Rules 309 and 310 would add additional limitations on 
membership not found in Section 6(b)(2); such rules would 
not appear to be authorized by Section 6(c) of the Act. Ac- 
cordingly, the proposed imposition of such additional 
limitations is a ground under consideration for disapproval of 
the proposed rule changes. 


B. Section 6(b)(5) requires that the rules of national 
securities exchanges be designed to remove impediments to 
and perfect the mechanism of a free and open market and a 
national market system and not be designed to permit unfair 
discrimination between customers, issuers, brokers or 
dealers or to regulate by virtue of any authority conferred by 
the Act matters not related to the purposes of the Act or the 
administration of the exchange. Proposed NYSE Rules 309 
and 310 appear to restrict access to the NYSE, discriminate 
between brokers and dealers and regulate matters not 
related to the purposes of the Act or the administration of 
the NYSE. Accordingly, the proposed restriction of access, 
discrimination between brokers and dealers and unrelated 
regulation are grounds under consideration for disapproval 
of the proposed rule changes. 


C. Section 6(b)(8) requires that the rules of national 
securities exchanges not impose any burden on competition 
not necessary or appropriate in furtherance of the purposes 
of the Act. Proposed NYSE Rules 309 and 310 would, by 
restricting access, appear to impose burdens on competi- 
tion. Accordingly, the proposed restriction of access is a 
ground under consideration for disapproval of the proposed 
rule changes if not necessary or appropriate in furtherance of 
the purposes of the Act. 


Procedure 


The grounds outlined above concern principally matters of 
leagal interpretation of the Act which the Commission 
believes may be considered, at least initially, by written sub- 
missions from interested persons since there does not now 
appear to be any issue relevant to a determination by the 
Commission to approve or to disapprove proposed NYSE 
Rules 309 and 310 the resolution of which would be 
materially facilitated by the oral presentation of views, data 
and arguments. Nevertheless, the Commission will give 
careful consideration, pursuant to Rule 19b-4, to any re- 
quest for an opportunity to make an orai presentation.”° 


Under Section 19(b)(2)(B) of the Act, the proceedings 
hereby instituted would, absent further action, be required to 
be concluded within 180 days of the date of publication of 
notice of the filing of the NYSE’s rule proposals. The Com- 
mission is, however, authorized to extend the time for con- 
clusion of such proceedings if it finds good cause therefor. In 
the view of the Commission, the NYSE proposed rule 
changes raise substantial legal and policy issues under the 
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Act; furthermore, certain of those issues are also raised by 
the Commission's inquiry with respect to certain existing ex- 
change rules pertaining to membership and association with 
members and that inquiry may, depending on the matter in 
which it evolves, require more than 180 days to resolve. In 
view of the Commission, it would be appropriate to arrive at 
a concurrent resolution of the questions raised in these 
proceedings and in the Commission's general inquiry; accor- 
dingly, the Commission will consider whether to extend the 
period within which these proceedings are required to be 
concluded in light of the progress made in the Commission's 
general inquiry. 


Interested persons are initially invited to submit written data, 
views, and arguments by April 15, 1976, as to the NYSE’s 
rule proposals, including views as to whether such proposals 
may be inconsistent with provisions of the Act and the rules 
and regulations thereunder in addition to those cited herein, 
and as to whether an opportunity for oral presentation of 
views, data and arguments should be accorded, and to sub- 
mit a rebuttal to any other person’s submission by May 1, 
1976. 


SR-NYSE-76-7 and SR-NYSE-76-8 and copies of all sub- 
missions will be available for inspection at the Commission's 
Public Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the NYSE’s submissions are also available at 
the principal office of the NYSE. Persons desiring to file 
written submissions or rebuttal statements should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Reference should be made 
to File Nos. SR-NYSE-76-7 and SR-NYSE-76-8. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





20"*Section 19(b)(1) would require the SEC to give notice 
and provide an opportunity for interested persons to par- 
ticipate in the process of reviewing a proposed change in a 
self-regulatory organization's rules. In addition, this section 
would require that all comments and all correspondence 
between the SEC and the self-regulatory agency concerning 
the proposal be available for public inspection. Section 
19(b)(2) would give the SEC sufficient flexibility to fashion a 
proceeding appropriate to the particular self-regulatory 
proposal being considered. In many, perhaps most, 
Situations, notice and opportunity for written comment 
would be sufficient and there would undoubtedly be few, if 
any, comments. In cases in which fundamental policy issues 
are involved, however, oral hearings or publicity announced 
conferences might be most appropriate.’ Securities Acts 
Amendments of 1975, Report of the Senate Committee on 
Banking, Housing and Urban Affairs to Accompany S.249, 
S. Rep. No. 75, 94th Cong., 1st Sess. 30 (1975). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12182/March 9, 1976 


Admin. Proc. File No. 3-4489 





@ 
— —— 2 eee 
> 6h 


(@ 


(@ 


‘@ 








o” 


(@ 


«@ 


‘@ 





In the Matter of the Application of 


GRAHAM LOVING & CO. 
New York, New York 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


FINDINGS, OPINION AND ORDER DISMISSING REVIEW 
PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION - REVIEW OF 
DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 


Failure to Comply with Free-riding and Withholding Inter- 
pretation 


Failure to Supply Requested Information 


Where member of registered securities association allocated 
to two accounts, which were restricted under the 
association's free-riding interpretation and had no prior in- 
vestment history with the member, 500 shares each of an 
offering which rose to an immediate aftermarket premium, 
and failed to report its sales to those accounts on an 
association questionnaire, association's findings of violation 
sustained, and sanctions affirmed. 


Remand by Board of Governors 


Where Board of Governors of registered securities associa- 
tion remanded proceedings to District Committee to take 
whatever action it deemed appropriate after the evidence 
was fully developed, and the Committee, after holding ad- 
ditional hearings, increased the sanction it had originally im- 
posed, claim by respondent of denial of due process re- 
jected. 


APPEARANCES: 
Richard J. Blumberg, for Graham Loving & Co. 


Lloyd J. Derrickson and Frank J. Formica, for the National 
Association of Securities Dealers, Inc. 


Graham Loving & Co., a member of the National Association 
of Securities Dealers, Inc. (“NASD”), appeals from dis- 
ciplinary action taken against it by the Association. The 
NASD found that applicant violated the NASD’s interpreta- 
tion with respect to free-riding and withholding and failed to 
disclose the violative sales in its response to an Association 
questionnaire. The Association censured applicant and fined 
it $4,000. 


In July 1968, applicant was managing underwriter of a 
public offering of 125,000 shares of common stock of Data 
Systems Analysts, Inc. at $5.00 per share. The issue traded 
at an immediate aftermarket premium, with a bid of 11 and 
an offer of 13. Of the 55,900 shares which it retained for 
retail distribution, applicant sold 1,000 shares (500 shares 
each) to the son and daughter of a general partner of X & 
Company, a broker-dealer that was a member of the Data 


‘Systems selling group. The children’s purchases were the 
first transactions in their accounts. The association also 
found that the sales to the son and daughter were not 
reported on the NASD questionnaire which the firm sub- 
mitted to the Association following the offering. 


The NASD's free-riding interpretation, as then in effect, re- 
quired a member participating in a distribution of securities 
to make a bona fide public offering of the securities at the 
public offering price. To that end, it barred the member from 
retaining any of the securities and from selling them to cer- 
tain categories of persons including the partner of another 
broker-dealer and members of his immediate family. An ex- 
ception was provided if the member could demonstrate, 
among other things, that the securities were sold to 
restricted accounts ‘‘for bona fide investment in accordance 
with their normal investment practice with the member.” 
Here the children had no previous transactions with appli- 
cant, and quickly resold their Data Systems shares. 


Applicant does not dispute the facts that shares were im- 
properly allotted to the children and that no disclosure of 
that allotment was made on the questionnaire. Instead it 
argues that it should not be held accountable for the acts of 
the “trusted partner” who made the violative allocation and 
who “deliberately concealed his activities.” 


This contention is without merit. The obligation of com- 
pliance with the NASD’s interpretation rests on each 
member. And a member is normally chargeable with any 
deficiency in its procedures, or action by its personnel, that 
results in a violation.' There is no evidence that the person 
who allotted the shares to the children? made any efffort to 
conceal that allotment.? Nor is applicant aided by pointing to 
the fact that it cleared all of its transactions through another 
firm which performed all of applicant’s recordkeeping func- 
tions. That circumstance in no way relieved applicant of its 
obligation to comply with the NASD’s interpretation.‘ 


Accordingly, we affirm the NASD’s findings of violation. 


Applicant complains that it has been denied due process. 





‘Cf. Sutro Bros. & Co., 41 S.E.C. 470, 479 (1963). 


2 At the time of the allotment, the man in question was no 
longer a partner of applicant but merely a registered 
representative. 


3 The children’s correct names were used in opening their 
accounts with the firm. And their father was listed on the 
firm's new account information forms as the person who in- 
troduced them. The children’s customer ledger accounts 
showing the violative transactions evidence a similar lack of 
concealment. 


*That obligation was the basis of the NASD’s findings 
against applicant, and not, as applicant contends, the failure 
to supervise an employee, an offense with which it was not 
charged. The NASD stated: 


“It is the responsibility of every member of the 
Association to have appropriate procedures and to 
take such steps as are necessary to prevent violations 
of applicable requirements such as the Association's 
‘Free-Riding and Withholding Interpretation.” 
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When this case was first heard by the NASD’s District Com- 
mittee, it assessed a fine of $2,000 against Loving & Co. On 
appeal, the Board of Governors remanded the matter to the 
District Committee with instructions to add two new 
respondents, the firm employee who made the violative 
allocation of shares and the father of the children who 
received them. The Board's order of remand authorized the 
Committee ‘‘to take whatever action is deemed appropriate 
after the evidence is fully developed.’ Thereafter the Com- 
mittee issued a new complaint, naming applicant and the 
additional respondents, and held extensive new hearings in 
which applicant participated. The Committee then issued a 
new decision in which it increased the fine imposed on Lov- 
ing & Co. to $7,500, an amount which the Board ultimately 
reduced to $4,000. 


Applicant argues that the District Committee acted im- 
properly when it increased applicant's fine following the re- 
mand. But we see no unfairness in the NASD’s procedures. 
As applicant concedes, the NASD’s Code of Procedure 
authorized the Board to remand the case ‘for further 
proceedings in accordance with its order.’® And it was en- 
tirely proper, and within the scope of the remand order, for 
the District Committee to increase applicant's fine after tak- 
ing additional evidence. In any event, the sanction we review 
on appeal is the one imposed by the Board of Governors. We 
have previously upheld the power of the Board to increase 
any sanction imposed by a District Committee.® 


Finally, applicant contends that the sanctions imposed by 
the NASD are unduly harsh. It points out that the violative 
allocation was only 1,000 shares out of a total offering of 
125,000, and asserts that severe sanctions were imposed 
because free-riding violations were ‘rampant’ at the time 
and the NASD was anxious to deter further misconduct. 
Applicant also states that it has an otherwise “impeccable 
reputation” and that the NASD offered to settle the Case for 
a $1,000 fine prior to the hearings on remand. 


We cannot agree that the sanctions are too harsh. The free- 
riding and withholding interpretation and its importance in 
preserving a free securities market have been the subject of 
repeated emphasis by the NASD and by us.’ We note that 
the fine assessed was less than the profit realized when the 
1,000 Data Systems shares were resold in the immediate 
aftermarket. The fact that the NASD may have offered 
settlement at figure lower than the fine ultimately imposed 
is irrelevant.® 


At the time of applicant's violative conduct; the maximum 
fine which the NASD could impose for any one violation was 
$1, 000.° In recognition of that fact, the Board of Governors 
reduced the $7,500 fine assessed by the District Committee 
to $4,000. We agree with the Board, and applicant con- 
cedes, that the sales of 500 shares each to the children of 
the partner constituted two separate violations of the free- 
riding interpretation. Applicant argues, however, that it com- 
mitted only one additional violation since “the act of filing a 
false or incorrect questionnaire is singular in nature.” This 
contention is without merit. We agree with the NASD that 
applicant committed two violations in connection with the 
questionnaire, the failure to disclose its sale to the son and 
the failure to disclose its sale to the daughter. 


Accordingly, IT |S ORDERED that these proceedings be, and 
they hereby are, dismissed. 
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By the Commission (Chairman HILLS, and Commissioners 
LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 





5 Section 18 of the NASD’s Code of Procedure, NASD 
Manuai 43018, p. 3028. 


° See Remmele & Co., Securities Exchange Act Release No. 
10624 (January 31, 1974), 3 SEC Docket 456, 457-8; 
Fund Securities, Inc., Securities Exchange Act Release No. 
9998 (February 12, 1973), 1 SEC Docket No. 3 at p. 5. 


’ Rothschild Securities Corporation, Securities Exchange Act 
Release No. 10629 (February 5, 1974), 3 SEC Docket 503 
and cases cited therein at 505, n. 4; Unified Underwriters, 
Inc., Securities Exchange Act Release No. 11729 (October 
14, 1975), 8 SEC Docket 69. 


aX 6) fi Samuel H. Sloan, Securities Exchange Act Release No. 
11376 (April 28, 1975), 6 SEC Docket 772, 775 n. 24. 


°As of September 1, 1969, Article V, Section 1 of the 
NASD’s Rules of Fair Practice was amended to increase the 
maximum fine to $5,000 for each violation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12183/March 9, 1976 


Admin. Proc. File No. 3-4556 
In the Matter of 


JAMES RUMPF 
22 Lake Shore Drive 
Lawrenceville, New Jersey 


ORDER DISCONTINUING PROCEDURES 


Stating that it has been unable to serve James Rumpf, the 
Commission's Division of Enforcement moves to discontinue 
the proceedings with respect of him. 


Accordingly, IT |S ORDERED that these proceedings be, and 
they hereby are, discontinued as to James Rumpf, and it is 
further 


ORDERED that discontinuance be without prejudice to the 
institution of other proceedings against James Rumpf 
founded on the allegations in the order for proceedings. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





@ 





0"@ 


©@ 


“@ - 


(@ 


\@ 


(6 





“@ - 


i@ 


\@ 


\@ 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12184/March 9, 1976 


In the Matter of 


Cincinnati Stock Exchange 
205 Dixie Terminal Building 
Cincinnati, Ohio 45202 


(SR-CSE-75-5) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 26, 1976, the Cincinnati Stock Exchange filed 
with the Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the “Act’’), as amended 
by the Securities Acts Amendments of 1975, and Rule 19b- 
4 thereunder, copies of a proposed rule change. The 
proposals would amend section 6 of the Exchange’s By- 
Laws to conform to Commission Rule 15c3-1, the uniform 
net capital rule. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12050 (Jan. 27, 1976)), and by publication 
in the Federal Register (41 Fed. Reg. 4989 (Feb. 3, 1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6, 
and the rules and regulations thereunder. 


IT |S THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on January 26, 1976, be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12185/March 9, 1976 


In the Matter of 


EDWARD HAYTON 
Wayne, New Jersey 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Edward Hayton, a former principal of Weinberg, 
Ost and Hayton, and the Hayton Corporation, broker-dealers 
formerly located in New York City, has submitted an order of 
settlement without admitting or denying the allegations in 
the order for proceedings which the Commission has deter- 
mined to accept. 


On the basis of the order for proceedings and the offer of 


settlement, it is found that Edward Hayton willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of the 
Securities Exchange Act and Rule 10b-5 thereunder, will- 
fully aided and abetted violations of Section 15(c)(1) of the 
Securities Exchange Act and Rule 15c1-6 thereunder, and 
that it is in the public interest to impose the sanctions 
specified in the offer of settlement.’ 


Accordingly, IT |S ORDERED that Edward Hayton be, and he 
hereby is, barred from associated with any broker-dealer in- 
vestment adviser, investment company and municipal 
securities dealer. 


For the Commission by its Secretary pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





‘The findings herein are not binding on any other respon- 
dent named in the proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12186/March 10, 1976 


In the Matter of 


THE OPTIONS CLEARING CORPORATION 
6150 Sears Tower 
Chicago, Illinois 


(File No. SR-OCC-75-2) 


ORDER APPROVING A PROPOSED RULE CHANGE 
SUBMITTED BY THE OPTIONS CLEARING CORPORATION 
RESPECTING THE ASSIGNMENT OF EXERCISE NOTICES 
TO CLEARING MEMBERS 


On October 29, 1975, the Options Clearing Corporation 
(“OCC”) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934, a proposed change to 
OCC Rule 803. 


In Accordance with Section 19b of the Act and Rule 19b-4 
thereunder, the rule change was published in the Federa/ 
Register (40 F.R. 52898, November 13, 1975) and the 
public was invited to comment thereon. Notice of the filing 
and an invitation for comments also appeared in Securities 
Exchange Act Release No. 11811 on November 7, 1975. 
No letters of comment were received. 


As described in Securities Exchange Act Release No. 
11811, the rule change brings Rule 803 into conformity 
with OCC Rule 913 which, among other things, provides 
that exercising clearing members need not be notified of the 
identity of assigned clearing members where settlement is 
to be made through a correspondent clearing corporation. 


By letter dated February 18, 1976, OCC withdrew a propos- 
ed amendment to Rule 803 which would have eliminated 
the requirement that exercise notices be assigned to clearing 
members at or before 7:00 a.m. Chicago Time on the 
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business day following receipt of notice of the exercise by 
OCC. This letter has been incorporated in the proposed rule 
change and included in the public file. 


The Commission has reviewed the proposed rule change and 
finds that it is consistent with the requirements of the Act 
and the rules and regulations thereunder applicable to 
registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change contained in File 
No. SR-OCC-75-2, be and hereby is, approved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12187/March 10, 1976 


NOTICE OF CONSENT TO EXTENSION OF TIME FOR 
COMMISSION ACTION ON CERTAIN RULE PROPOSALS 
OF THE NEW YORK STOCK EXCHANGE, INC. AND OF 
EXTENSION OF TIME FOR PUBLIC COMMENT ON THOSE 
RULE PROPOSALS 


On January 13, 1976, the New York Stock Exchange, Inc. 
(the NYSE”) filed with the Commission a proposed rule 
change, captioned the “Market Responsibility Rule’ (the 
“MRR"). On January 21, 1976, the NYSE filed with the 
Commission another proposed rule change, captioned the 
“Public Limit Order Protection Rule” (the ‘“PLOPR’’). Both 
proposed rule changes would govern off-board trading by 
members of the NYSE. 


On January 23, 1976, the Commission published for com- 
ment both the MRR' and PLOPR? pursuant to Section 
19(b)(1) of the Securities Exchange Act of 1934 (the “‘Act’’). 
Notice of that action was published in the Federal Register 
on February 4, 1976 (41 FR 5155-5159). The comment 
period for both rules expires on March 5, 1976. 


On March 1, 1976, the Commission received the consent of 
the NYSE to an extension of time within which the Commis- 
sion is required, under Section 19(b)(2) of the Act, either to 
approve the MRR and PLOPR or to institute proceedings to 
determine whether they should be disapproved, to March 
24, 1976. In addition, the Commission has received several 
requests to extend the time within which interested parties 
may submit comments regarding the MRR and the PLOPR. 


In light of these requests, and in view of the significance of 
the MRR and PLOPR, the Commission has determined to 
extend the time for the submission of comments by in- 
terested persons on the MRR and PLOPR from March 5, 
1976, until March 15, 1976. Persons desiring to make 
written submissions should file six copies thereof with 
George A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. SR-NYSE-76- 
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2 for comments with respect to the MRR and to File No. SR- 
NYSE-76-5 for comments with respect to the PLOPR. 
Copies of all submissions will be available for inspection at 
the Securities and Exchange Commission Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





' Securities Exchange Act Release No. 12042 (January 23, 
1976). 


? Securities Exchange Act Release No. 12041 (January 23, 
1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12188/March 10, 1976 


In the Matter of 


Boston Stock Exchange 
53 State Street 
Boston, Massachusetts 02109 


(SR-BSE-76-5) 


NOTICE OF FILING, AND ORDER APPROVING, 
PROPOSED RULE CHANGE BY THE BOSTON STOCK 
EXCHANGE 


Pursuant to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act’’), as amended by 
Pub. L. No. 94-29, §16 (June 4, 1975) notice is hereby 
given that on March 3, 1976, the Boston Stock Exchange 
filed with the Commission copies of a proposed rule change. 
The proposed rule change would rescind Sections 2 and 3 of 
Chapter XXV of the Rules of the Boston Stock Exchange. 
Those Sections implemented recently rescinded Securities 
Exchange Act Rule 19b-2 and required, among other things, 
a member, member-firm or member-corporation to have as 
the principal purpose of his or its membership the conduct of 
a public securities business. 


Publication of notice of the proposed rule change is ex- 
pected to be made in the Federa/ Register during the week 
of March 15, 1976. Interested persons are invited to submit 
written data, views and arguments concerning the proposed 
rule change. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-BSE-76-5. 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6, 
and the rules aiid regulations thereunder. 


In Securities Exchange Act Release No. 12055 (January 27, 
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1976), the Commission announced the rescission of 
Securities Exchange Act Rule 19b-2 which had required 
each national securities exchange to adopt a rule specifying, 
among other things, that every exchange member must 
have, as the principal purpose of its exchange membership, 
the conduct of a public securities business. The Com- 
mission’s recent action was a result of the amendment of 
Section 11(a) by the Securities Acts Amendments of 1975 
with which Congress intended to displace Rule 19b-2. Since 
the Boston Stock Exchange adopted Sections 2 and 3 of 
Chapter XXV of its Rules to comply with Rule 19b-2, the 
repeal of that Rule would be followed properly by the rescis- 
sion of such exchange provisions as well. In addition, Sec- 
tion 2 of Chapter XXV was listed as one type of an exchange 
rule on membership and association with members which 
raises questions under Sections 6(b)(2), (b)(5), and (b)(8) of 
the act, as outlined in a letter to each national securities ex- 
change on March 2, 1976 and discussed in Securities Ex- 
change Act Release No. 12157 (March 2, 1976). Accor- 
dingly, the Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after the date 
of publication of notice of filing of SR-BSE-76-5. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change referenced above 
be, and it hereby is, approved. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12189/March 10, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) of the Securities Exchange Act of 
1934 ("Exchange Act’), the temporary suspension of over- 
the-counter trading for a ten day period commencing at 
3:30 p.m. (EST) on March 10, 1976, and terminating at 
midnight (EST) on March 19, 1976 of the securities of 
Resource Exploration, Inc., a Delaware corporation, with its 
offices located in Shreveport, Louisiana. 


The Commission initiated the suspension of trading because 
of the company’s failure to file a report on Form 10-K for the 
fiscal year ended September 30, 1975, and the resulting 
lack of current and accurate information available to the 
public. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately con- 
tact the staff of the Securities and Exchange Commission, 


Division of Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 15c2-11, 
he should refrain from entering quotations relating to the 
securities in question until such time as he has familiarized 
himself with said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will con- 
sider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12190/March 10, 1976 


In the Matter of 


REQUEST FOR EXTENSION OF TEMPORARY EXEMPTION 
FROM REGISTRATION AS A SECURITIES INFORMATION 
PROCESSOR 


Order Granting Extension of Temporary Exemption 
By 
NASDAQ, INC. 


On February 6, 1976 the Commission, pursuant to Section 
11A(b)(1) of the Securities Exchange Act of 1934 (the 
“Act’’), issued an order granting NASDAQ, Inc. a temporary 
exemption from registration as a securities information 
processor. The February 6, 1976 order stated that the ex- 
emption would extend for thirty (30) days after consumma- 
tion of the sale of the NASDAQ system to the NASD and, 
upon receipt of an application for registration of an applica- 
tion for registration or exemption from registration, would 
continue for ninety (90) days following publication of notice 
of such application. On February 9, 1976 the NASD con- 
summated the purchase of the NASDAQ system assets from 
the Bunker Ramo Corporation and assigned its rights in that 
system to NASDAQ, Inc., which now operates the NASDAQ 
system as an exclusive securities information processor 
within the definition of Section 3(a)(22)(B) of the Act. 


By letter dated March 9, 1976 NASDAQ, Inc. requests that 
the Commission extend by fifteen days the time within 
which the February 6, 1976 order conditions NASDAQ, 
Inc.'s continued exemption upon receipt of an application for 
registration or exemption from registration. NASDAQ, Inc. 
states that such extension is necessary so that the Board of 
Directors of NASDAQ, Inc. may review its application for 
registration before that application is submitted to the Com- 
mission. 


The Commission finds that an extension of the February 6, 
1976 order granting NASDAQ, Inc. a temporary exemption 
from registration for a period of fifteen (15) days is ap- 
propriate and consistent with the public interest, the protec- 
tion of investors, and the purposes of Section 11A of the Act 
provided, however, that all terms and conditions of the 
February 6, 1976 order shall continue in full effect during 
the term of the extension. 


ACCORDINGLY, IT IS ORDERED, pursuant to Section 
11A(b)(1) of the Act, that the thirty-day period prescribed in 
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the Commission's order of February 6, 1976 (Release No. 
12079) for the filing of an application for registration or ex- 
emption from registration by NASDAQ, Inc. shall be extend- 
ed for a period of fifteen (15) days. It is further ordered that 
NASDAQ, Inc., during the fifteen day extension and 
thereafter as prescribed in the February 6; 1976 order, shall 
be subject to all terms and conditions of the February 6, 
1976 order and, that upon the filing by NASDAQ, Inc. of an 
application for registration or exemption from registration, 
shall be exempt from registration as a securities information 
processor for an additional period of ninety days following 
the date of publication of notice of such filing. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12191/March 11, 1976 


Administrative Proceeding File No. 3-4711 
In the Matter of 


Roger Nieman 
300 East 40th Street 
New York, New York 10016 


ORDER IMPOSING REMEDIAL SANCTION 


In these broker-dealer proceedings under the Securities Ex- 
change Act Roger Nieman (“Nieman”) has submitted an 
offer of settlement which the Commission has determined to 
accept. Solely for the purpose of this proceeding and 
without admitting or denying the allegations in the order for 
the order for proceedings respondent consents to the fin- 
dings and sanctions set forth below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that during the period from on or 
about February 18, 1971 to on or about January 1, 1974 
Nieman wilfully violated and wilfully aided and abetted 
violations of Section 10(b) of the Securities Exchange Act of 
1934 ("Exchange Act’) and Rule 10b-5 thereunder, in con- 
nection with transactions in the common stock of Pelorex 
Corp. 


In view of the foregoing, it is in the public interest to impose 
the sanctions specified in the offer of settlement. 


Accordingly, IT |S ORDERED that Roger Nieman be, and he 
hereby is, suspended from association with any broker, 
dealer or investment company for a period of forty-five (45) 
days during the last 15 of which Neiman may perform 
Clerical and ministerial functions at the offices of his present 
employer without remuneration; suspended from associa- 
tion as an officer for a period of six (6) months; and barred 
from such association in a supervisory or proprietary capaci- 
ty except that he may apply to become associated in a prin- 
cipal shareholder or supervisory capacity after eighteen (18) 
months. For a period of 60 days from the expiration of the 
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first 45-day suspension Nieman will be precluded from 
soliciting the retail purchase and/or recommending the retail 
purchase of any security not admitted to trading on a 
national securities exchange, except a syndicate issue of 
which his present employer is a member of the underwriting 
or selling group, or any security within the meaning of Sec- 
tion 3(a)(2) of the Securities Act of 1933, as amended. In 
addition, for a period of two years from the expiration of the 
45 day suspension period, with the exception of certain 
securities, Neiman is required to obtain written authorization 
from the compliance director or an officer of any broker- 
dealer with which he may be associated for any recommen- 
dations to more than three customers for the purchase of 
any security. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12192/March 11, 1976 


Administrative Proceeding File No. 8-4711 

In the Matter of 

BANQUE de PARIS et des PAYS-BAS (SUISSE) S.A. 
Geneva, Switzerland 

(8-1309) 

IMPOSING REMEDIAL 


FINDINGS AND ORDER 
SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act of 1934 (the “Exchange Act’) Banque de Paris 
et des Pays-Bas (Suisse) S.A. (“-BDP Suisse’) has submitted, 
without admitting or denying any of the allegations con- 
tained in the order for proceedings, an offer of settlement 
which the Commission has determined to accept. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that BDP Suisse wilfully violated Sec- 
tions 5(b)(2) and 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder, by the purchase for a customer of 50,000 
shares (25%) of the newly issued common stock of Pelorex 
Corporation. However BDP Suisse has pointed out that it 
acted on the behalf of a customer in executing transactions 
for which it received customary commissions, in a security 
registered pursuant to the United States securities laws. In 
an effort to ensure that future participation in any securities 
offerings registered with the Securities and Exchange Com- 
mission is in compliance with applicable law and the Rules 
of the National Association of Securities Dealers, Inc. BDP 
Suisse has agreed, in instances where BDP Suisse receives 
orders for its own account, or receives orders for the account 
of a customer or customers, to purchase or purchase and 
subsequently sell for such accounts in excess of 5% of any 
such offering during the period of its initial public distribu- 
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tion, to the institution of a procedure by which it shall (i) 
make inquiry of such customer or customers to determine if 
such customers have a relationship with the issuer or un- 
derwriter of such offering as would preclude such customers 
from executing such transactions through BDP Suisse and 
(ii) consult with one or more attorneys experienced in the 
federal securities laws of the United States in order to en- 
sure that either no disclosure of such purchase is required to 
be made in the prospectus relative to such offering or ad- 
quate disclosure has been made or will be made in such 
prospectus. It is, therefore, in the public interest to impose 
the sanctions specified in the offer of settlement.' 


Accordingly, IT 1S ORDERED that: 


1. BDP Suisse will institute the procedures set forth in the 
preceding paragraph of this order; and 


2. BDP Suisse is censured. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





' The findings herein are not binding on any other respondent 
named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12193/March 11, 1976 


Administrative Proceeding File No. 3-4487 
In the Matter of the Application of 
GERALD E. CAMP 

222 West Monroe Street 

Jacksonville, Florida 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


FINDINGS, OPINION AND ORDER DISMISSING REVIEW 
OF PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION - REVIEW OF 
DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practices 

Inadequate Net Capital 

Failure to Comply with Recordkeeping Requirements 
Incomplete Customer Account Information 

Failure to Notify Customers of Free Credit Balances 


Where corporate broker-dealer’s president was responsible 


for its failure to maintain the required minimum net capital 
and net capital ratio; its failure to make and keep current 
books and records, as well as the preparation of inaccurate 
and misleading financial statements; and its failure to main- 
tain complete customer account information and to notify 
customers of their free credit balances; sanctions imposed 
by association against the president affirmed, and review 
proceedings dismissed. 


APPEARANCES: 


Frank N. Fleischer, of Schifino & Fleischer, for Gerald E. 
Camp. 


John F. Mylod, Jr., for the National Association of Securities 
Dealers, Inc. 


In the application now before us, filed pursuant to Section 
15A(g) of the Securities Exchange Act ("Exchange Act’), we 
are asked by Gerald E. Camp (‘‘Camp”), president of Camp 
Investment Company, Inc. (“Company”), formerly a member 
of the National Association of Securities Dealers, Inc. 
(“NASD”), to review NASD disciplinary action taken against 
him. The NASD found that during the period July 1970 
through May 1972, and at various times during that period, 
Camp violated Article III, Sections 1, 18, 21(a) and 21(b) of 
the NASD’s Rules of Fair Practice.’ The NASD found that 
Camp was responsible for the Company's violations of our 
net capital, recordkeeping and free credit balance re- 
quirements and the NASD’s requirements regarding 
customer account information, and for the Company's filing 
of false and misleading financial statements with the 
NASD. Accordingly, the NASD barred Camp from associa- 
tion with any member of the NASD in any capacity, assess- 
ed costs in the total amount of $734 against him and the 
Company, jointly and severally, and censured him? 





‘Section 1 of Article Ill requires the observance of high 
standards of commercial honor and just and equitable prin- 
ciples of trade. Section 18 proscribes deceptive or 
fraudulent devices in securities transactions. Section 21 re- 
quires the maintenance of books and records in compliance 
with applicable regulations. 


2 The Company was found specifically to have (1) permitted 
its net capital to fall below the required $5,000 minimum 
and its aggregate indebtedness to exceed 2,000 per centum 
of its net capital, in contravention of Rule 15c3-1 under Sec- 
tion 15(c) of the Exchange Act: (2) failed to make and keep 
current books and records as required by Rule 17a-3 under 
Section 17(a) of the Exchange Act; (3) filed with the NASD 
inaccurate and misleading financial statements, including 
Form Q'2, Form X-17a-11 reports, balance sheets and 
capital computations; (4) failed to maintain complete 
customer account information; and (5) failed to notify 
customers of their free credit balances as required by Rule 
15c3-2 under Section 15(c) of the Exchange Act. Accord- 
ingly, the Company was censured and expelled from 
membership in the NASD. It has not applied to us for review. 


3 In response to the NASD’s complaint, Camp and the Com- 
pany filed identical answers which admitted the alleged 
violations and waived all rights to a hearing. Nevertheless, a 
hearing was held, at which both Camp, appearing pro se, 
and the Company's accountant testified. 
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Camp does not dispute the NASD’s findings of violations by 
the Company, nor the finding that he was responsible for, 
and therefore a cause of, such violations. He requests only 
that (1) the permanent bar imposed against him be reduced 
to a censure and/or a one year suspension from association 
in any capacity with any member firm, recognizing for that 
purpose the fact that he has not been associated with any 
member firm since May 1974; (2) he be allowed to 
associate with a member firm in a non-principal, non- 
management and non-supervisory capacity subject to super- 
vision, and only for the purpose of effecting transactions in 
investment company securities; and (3) the assessment of 
costs be dismissed. 


The Company registered with the NASD in June 1970, at 
which time Camp took the NASD’s examination for prin- 
cipals. Camp had been employed since 1961 in various sales 
capacities for NASD firms specializing in investment com- 
pany shares and also managed offices for other firms.* The 
Company engaged a part-time accountant who had no prior 
experience with the accounting or bookkeeping re- 
quirements applicable to the securities industry. This ac- 
countant assisted Camp in setting up the Company’s books, 
and, on a monthly bais, posted the ledger from the journal 
entries. Camp's secretary posted the entries to the journal. 


In July 1970, the NASD conducted an initial examination of 
the Company, which disclosed the failure to establish certain 
required books and records, and a letter of caution was sent 
to the Company. Subsequently, the Company was censured 
and fined $250 by the NASD for a net capital violation as of 
the end of October 1970. 


In May 1972, when the NASD conducted its examination of 
the Company and uncovered the violations underlying its 
proceedings against the Company and Camp, the Com- 
pany’s business was limited to the sale of investment com- 
pany shares and insurance policies. It was effecting ap- 
proximately ten to fifteen transactions per month. It had no 
exchange memberships and no branch offices, and it 
employed two registered principals, two active registered 
representatives and one person in a clerical capacity. 


Camp, having admitted to the NASD findings against him, 
contends that in light of the nature and actual consequences 
of the violations found by the NASD, the sanctions imposed 
against him are excessive and not necessary in the public in- 
terest. In particular, he asserts that no customer “was 
cheated nor suffered any financial loss as a result of the 
technical violations” which were “unintentional and a matter 
of misunderstanding and/or stupidity.” 


We cannot agree with the characterization of the violations 
as ‘‘technical.’> Moreover, there is ample evidence in the 





“Camp's business experience prior to 1961 was as a 
chemist for a paper company. 


5 For example, in Barraco & Company, et al. 44 S.E.C. 539, 
540 (1971), the Commission said, ‘We do not agree that 
failure to comply with any provisions of our net capital rule, 
‘which is designed to assure the financial responsibility of 
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broker-dealers, can be disregarded as merely ‘technical’,” 
citing Blaise D'Antoni & Associates, Inc. v. S.E.C., 289 F.2d 
276, 277 (C.A. 5, 1961), where the court stated, “[T]he net 
capital rule is one of the most important weapons in the 
Commission’s arsenal to protect investors.’ See also, 
Securities Planners Associates, inc., et al, 44 S.E.C. 738 
(1971), regarding the importance of the recordkeeping re- 
quirements. 





record to support the conclusion that the violations were not 
solely the result of ‘misunderstanding and/or stupidity.” In 
fact, although the record is a chronicle of general managerial 
ineptitude, it also reflects a flagrant disregard for the re- 
quirements of the NASD and of the Exchange Act. 


The NASD found that the Company failed to maintain an 
adjusted net capital of not less than $5,000 on the twelve 
month-end accounting dates from March 1971 through 
February 1972° and permitted its aggregate indebtedness to 
exceed 2,000 per centum of its net capital for the month- 
end accounting dates March 1971 through February 1972, 
excluding July and August 1971. In mitigation, Camp claim- 
ed that the believed the lower net capita! requirement of 
$2,500 was applicable to his business.’ However, the record 
shows that in eleven of the twelve months in question, the 
Company would have been in violation of even the $2,500 
minimum. Camp knew, moreover, that if his business were 
not limited exclusively to transactions in investment com- 
pany shares or if customers’ funds were being held he could 
not claim the lower minimum. Even accepting Camp's asser- 
tion that when he effected the sale of one real estate invest- 
ment trust unit he erroneously thought the trust was a 
mutual fund, the $2,500 minimum net capital was not 
available because of the existence of unremitted customer 
balances in nine of the twelve months, as discussed below. 


With respect to the Company’s failure to maintain a 
purchase and sales blotter showing the aggregate purchase 
or sales price of securities, Camp asserts simply that he was 
unaware of and misunderstood the various recordkeeping 
requirements, and that he relied on the fact that various 
reccrds combined revealed the desired information. 
However, the records to which he referred consisted merely 
of a cash receipts and disbursements blotter and a 
chronological list of all transactions, including unit price, 
kept on ‘something similar to a legal pad.” 


The Company also failed to maintain a securities receipts 
and deliveries blotter, securities position record, broker- 
dealer fails record or, in lieu thereof, a broker-dealer ledger. 
Also, while the Company kept customers’ statements, it had 
no records of longs and shorts. Camp testified that he felt 
these records were unnecessary for his limited operation, 
which generated approximately two or three tickets a week 





® The total capital deficiencies ranged in amount from a low 
of $1,211.13 in June 1971 to a high of $8,060.50 in 
December 1971. 


7 The net capital rule permitted a minimum net capital of 
only $2,500 for a broker or dealer meeting certain con- 
ditions, including the requirements that the broker or dealer 
(a) with exceptions not applicable here, limit his transactions 
to the purchase and sale of redeemabie shares of registered 
investment companies, and (b) not hold for or owe to 
customers any funds or securities. 
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and handled few security certificates. It was his practice 
either to call a customer to verify delivery of certificates, or 
to wait for a complaint from the customer. 


In addition, no trial balances were prepared for the months 
of September, October, and December 1971 and February 
1972; net capital computations were not made for 
September, October, November and December 1971 and 
February 1972; and the Company did not have on file an 
employment application for its secretary-cashier, as required 
by Rule 17a-3(12) under the Exchange Act. 


As mentioned earlier, there were free credit balances in 
seven customer accounts which were not reported to the 
customers as required by Rule 15c3-2 under the Exchange 
Act.® Camp testified that he was unaware that the balances 
remained on the books, and refunded them as soon as they 
were brought to his attention. 


The basis for the NASD's finding of failure to maintain 
customer account information was that, of approximately 
100 customer account cards reviewed by the NASD ex- 
aminer, none reflected whether the customet was of legal 
age as required by Article Ill, Section 21(b) of the NASD’s 
Rules of Fair Practice. At the NASD hearing, Camp explain- 
ed that the Company used a customer card form obtained 
from a prior employer, and he was unaware of the need to 
reflect legal age, although he did note where a person was 
65 years of age for considerations of investment suitability. 


The NASD also found that as of month-end dates in Oc- 
tober, November and December 1971 and January 1972 
the general ledger accounts, ‘‘cash in bank” and “paid-in- 
capital” were overstated by $2,500. Camp testified that 
when he found that the Company's net capital was ap- 
proaching what he believed to be the applicable minimum 
level of $2,500, he approached the vice-president of a local 
bank to secure a letter of credit for $2,500. He was informed 
that a letter of credit could not be arranged but that he could 
secure personal loans whenever he needed them.’ On the 
strength of Camp's verbal account of this conversation, the 
accountant testified that he entered the $2,500 on the 
books assuming that the bank would automatically add 
$2,500 to the Company's account if it dropped below the 
$2,500 level. This was done notwithstanding the absence 
of a written letter of credit, loan agreement or memoran- 
dum. The District Business Conduct Committee found this 
to be a deceptive action in violation of Article lil, Sections 
1 and 18 of the NASD’s Rules of Fair Practice. 


Although the accountant testified that he acted on his own 
in making this entry,'° Camp, as president of the Company, 
correctly acknowledged responsibility for the false credit of 
$2,500 on the Company's books and in financial statements 





® Although the amounts were small—ranging from $1 to 
$14, with monthly totals in all such accounts ranging from 
$12.24 to $21.70—the principle is nonetheless the same. 


° A letter dated June 14, 1974 from the bank's vice presi- 
dent states that he recalls having discussed a letter of credit 
for the Company. ‘The request was unusual and | didn’t see 
how we could issue such a letter of credit, but | did state 
that we would extend loans to [Camp] personally if and 
when needed, either unsecured or secured, depending on 
the amount required, and, in fact, that is what we have 
done.” 


filed with the NASD, which he signed and for whose ac- 
curacy he is accountable. 


From March 1971 through February 1972, the general 
ledger understated liabilities and overstated income as a 
result of Camp’s practice of failing to debit liabilities to 
brokers for sales of mutual fund shares made on days im- 
mediately preceding the end of the month.'' The general 
ledger did not contain a liabilities account to reflect these 
current payables and instead listed them as “investment in- 
come.” Customers’ funds were received before the end of 
the month, but Camp failed to pay mutual fund underwriters 
until the beginning of the next month. Camp testified that 
while he knew a sale by telephone communication created a 
liability and was informed most of the time of the total 
amount due at the time of the sale, he chose to wait to post 
the transaction until he saw the exact figures sent by the 
brokers, which generally arrived two to three days later. 


As a result of the inaccurate entries on the Company's 
books, and because the books and records generally were 
incomplete and inadequately maintained, the financial 
statements and reports filed by the Company were inac- 
curate and misleading, in violation of Article III, Sections 1 
and 18 of the NASD’s Rules of Fair Practice. 


IV 


Camp, as stated earlier, does not deny that he was responsi- 
ble for, and a cause of the violations by the Company as 
found by the NASD. Our independent review of the record 
confirms those findings. Further, we find that under the cir- 
cumstances, the penalties imposed by the NASD are not ex- 
cessive or oppressive. Adequate net capital and adequate, 
current books and records are cornerstones in the structure 
of investor protections, When, as here, violations occur even 
after warnings have issued,'* such violations cannot be 
characterized as ‘technical’? or resulting solely from 
“misunderstanding” or ‘stupidity’ as proposed by Camp. 
Indeed, the record demonstrates a pervasive disregard by 
Camp of his responsibilities, as president of the Company, to 





‘ln his testimony, the accountant stated, ‘[A]nd | now 
knowing the facts realize that | was in error in making the 
entry, but | did it.” 


'' The month-end undisclosed liabilities which should have 
been reflected on the general ledger ranged from $1,845.80 
in May 1971 to $28,614.79 in January 1972. In fact, finan- 
cial statements prepared for these periods reflected 
liabilities due underwriters, although the amounts reflected 
were not accurate for every month. For example, in seven of 
twelve months examined there were discrepancies ranging 
from an overstatement of liabilities of $965.00 in 
September 1971 to an understatement of $8,232.87 in 
March 1971. 


12 We pointed out earlier that the NASD sent a letter of cau- 
tion about the Company's books and records following its in- 
itial examination of the Company in June 1970. Subse- 
quently, it censured and fined the Company for a net capital 
violation in the month of October 1970. The NASD also cor- 
responded with Camp concerning recordkeeping discrepan- 
cies in November 1971. 


'3 See Note 5, supra. 
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see that the Company was in compliance with all applicable 
rules and regulations. '* 


While we find that the sanctions are not excessive or op- 
pressive, the facts surrounding the violations found by the 
NASD should not, in our opinion, preclude favorable con- 
sideration by the NASD, after a reasonable period of time, of 
an application by Camp for re-entry into the securities in- 
dustry as a salesman of mutual fund shares, as he requested, 
in a non-principal, non-supervisory capacity, upon a showing 
that he would be adequately supervised. 


Accordingly, IT 1S ORDERED that these proceedings for 
review be, and they hereby are, dismissed. 


By the Commission (Chairman HILLS and Commissioners 
LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 





‘4 Camp also urges that the sanctions are excessive because 
the NASD initially failed to properly examine Camp's 
qualifications and ability, or lack thereof, to manage a 
brokerage firm. That is, had the NASD’s examination for 
principals contained ‘‘proper entrance criteria,” Camp's lack 
of basic understanding of recordkeeping, financial 
statements and net capital computations would have been 
easily determined. This contention is neither supported by 
the record nor, in our opinion, is it supportable. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12194/March 11, 1976 


Admin. Proc. File No. 3-4505 

In the Matter of the Application of 
HAROLD R. FENOCCHIO 

Route 1, Box 2417 

West Sacramento, California 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


FINDINGS, OPINION AND ORDER DISMISSING REVIEW 
PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION — REVIEW OF 
DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 

Excessive Trading Activity 

Failure to Assure Sales Load Discount 

Failure to Determine Investment Suitability 
Where registered representative of member of 
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registered securities association was _ responsible, 
along with others, for inducing excessive trading by 
customers of mutual fund shares and real estate 
securities for the purpose of generating commissions, 
for failing to assure that customers received a reduced 
sales charge on mutual fund shares due to the non- 
filing of a letter of intent and non-disclosure to the 
customers of their rights of accumulation, and for fail- 
ing to make serious inquiries into the suitability of 
growth-oriented investments for an elderly customer, 
association’s findings that such conduct violated its 
rules of fair practice sustained, and review 
proceedings dismissed. 


APPEARANCES: 
Harold R. Fenocchio, pro se. 


Lloyd J. Derrickson and Stephen A. Blumenthal, for the 
National Association of Securities Dealers, Inc. 


Harold R. Fenocchio, (“Fenocchio’), a former registered 
representative of Jack Mingo & Company, Inc. (‘Mingo & 
Co."’), a member of the National Association of Securities 
Dealers, Inc. (“NASD”), has applied pursuant to Section 
15A\(g) of the Securities Exchange Act (“Exchange Act’) for 
review of disciplinary action taken against him by the NASD. 


The NASD found that, during the period May 1970 to July 
1972, applicant and other respondents were responsible for 
certain violations by the member of Article lil, Sections 1 
and 2 of the NASD’s Rules of Fair Practice.' These violations 
included inducing customers to trade in mutual fund shares 
and real estate securities for the purpose of generating com- 
missions; failing to have customers execute a letter of intent 
or to inform them of their rights of accumulation in connec- 
tion with mutual fund purchases, thereby resulting in the 
customers not receiving the reduced sales charge to which 
they were entitled; and engaging in a course of conduct in a 
customer's account which resulted in the customer making 
unsuitable investments in view of his financial needs and 
objectives. 


The District Business Conduct Committee of the NASD cen- 
sured Fenocchio, fined him and another registered represen- 
tative of Mingo & Co. $2,500, jointly and severally, suspend- 
ed him from association with any member for 15 days, and 
assessed him part of the costs of its proceedings. Similar 
sanctions were imposed on the other respondents. The deci- 
sion was appealed to the Board of Governors of the NASD 
which affirmed the findings and penalties. Fenocchio 
testified and introduced statistical exhibits at the hearings. 
He is the sole respondent to have submitted an application 
for review by the Commission which complied with the re- 
quirements of Rule 15A(g)-1(c) under the Exchange Act. 


The NASD found that Fenocchio, acting jointly with other 





‘Section 1 of Article Ill requires the observance of high 
standards of commercial honor and just and equitable prin- 
ciples of trade. Section 2 requires reasonable grounds for 
believing that a recommendation to a customer of the 
purchase, sale, or exchange of securities is suitable. 
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respondents, induced customers in five separate accounts to 
trade mutual fund shares and real estate securities ex- 
cessively, for the purpose of generating commissions. It 
calculated that during a 27-month period, for 23 of which 
Fenocchio was employed by the member, the rate of capital 
turnover ranged from 2.03 to 4.23 per account, with the 
average rate being 3.31. The NASD further found that most 
of the transactions in the five accounts involved mutual 
funds and that the aggregate sales load per account ranged 
from 13.3% to 33.4% of the original amount invested, with 
the average being 24.9%. 


During the NASD proceedings, Fenocchio denied that he 
had induced any of the customers to trade in mutual fund or 
real estate securities. He stated that the mutual fund in- 
vestments were compatible with the volatile economic con- 
ditions prevailing at the time and that all were made with the 
full knowledge and approval of the customers. Further, he in- 
troduced evidence challenging the turnover rates calculated 
by the NASD and stated that he was not employed by the 
member during the period some of the transactions took 
place. 


The NASD has repeatedly expressed its concern not only 
about excessive trading activity in general, but also about 
short-term turnovers of mutual funds in particular. In a state- 
ment of policy under Section 2 of Article III of its Rules of 
Fair Practice, the NASD lists the following practices as being 
among those which violate a member's responsibility for fair 
dealing and which have resulted in disciplinary action: 


Excessive activity in a customer's account, often 
referred to as “churning” or “overtrading.”” There are 
no specific standards to measure excessiveness of ac- 
tivity in customer accounts because this must be 
related to the objectives and financial situation of the 
customer involved. 


Trading in mutual fund shares, particularly on a short- 
term basis. It is clear that normally these securities are 
not proper trading vehicles and such activity on its 
face may raise the question of rule violation.? 


The NASD determined that the frequency of the mutual fund 
trades in the five accounts was excessive. It stated that 
because mutual funds have a high initial sales charge, they 
should be recommended and sold as long-term investment 
vehicles; otherwise, a serious erosion of capital can result. If 
clients desire to adjust readily to changing markets, as 
Fenocchio contends was the case here, the NASD believes 
other investment vehicles should be recommended. In its 
Opinion, a rate of turnover of from 2 to 4 times over a 23- 
month period is not consistent with the mutual fund concept 
of investment. 


In determining that the frequency of the mutual fund trans- 
actions in the five accounts evidenced misconduct on the 
part of Fenocchio and his associates, the NASD District 
Business Conduct Committee and Board of Governors 
properly relied on their experience in the securities industry.* 
We concur with the NASD that neither the applicant nor the 
other respondents offered any special facts or circumstances 





2NASD Manual, pp. 2051-2052. 


3 Cf. Palombi Securities Co., Inc., 41 SEC 266, 270 (1962). 


to rebut the NASD’s finding that they acted improperly with 
respect to the five accounts. 


Fenocchio pointed out certain trades which occurred after 
his employment at the member firm had terminated. One 
other trade was negotiated prior to his association with 
Mingo & Co. but Fenocchio does not dispute the fact that he 
negotiated that trade just prior to joining the member and it 
was transferred to Mingo & Co.’s books. Fenocchio also dis- 
puted the turnover rates calculated by the NASD, and in- 
dicated one corrected confirmation that the NASD had 
missed. However, excluding any disputed trades from consi- 
deration, we find that the information submitted by Fenocchio 
and the turnover rates based on undisputed trades provide 
an adequate basis for the NASD’s decision. Accordingly, we 
sustain the NASD’s findings of violations of Sections 1 and 
2 of Article Ill of the NASD’s Rules of Fair Practice. 


The NASD also found that the applicant, together with the 
other respondents, was responsible for the failure of two 
customers in a joint account to receive a sales load discount 
on mutual fund purchases to which they were entitled. Ac- 
cording to the NASD, the discount was not obtained 
because Fenocchio and the others did not have the 
customers execute a letter of intent, nor did they inform the 
customers of their rights of accumulation in connection with 
their purchases. 


The NASD proceedings disclosed that, during a 10-month 
period commencing in May 1970, seven separate purchases 
of a single mutual fund totaling $61,080 were made on 
behalf of the two customers noted above. It was undisputed 
that the customers could have realized sales load savings of 
$1,275 had they executed a letter of intent at the time of 
their initial purchase, and that, even without executing the 
letter of intent, they could have realized savings of $875 had 
they taken advantage of their rights of accumulation. 


Fenocchio denied that he had failed to secure a letter of in- 
tent, stating that the practice was to submit all necessary 
forms to the member, which he assumed would file the 
proper documents. He was unable, however, to provide any 
documentary support for this claim and was unable to testify 
as to what had happened to the letter of intent in the case 
cited, except to suggest that the transaction occurred during 
a transitional period of changing employment and files may 
have been scattered. The member's president testified that 
he was unaware of the account, which had been transferred 
to the member at the time Fenocchio and another salesman 
became associated with it. He stated that he relied on the 
applicant and the other salesman to attend to the filing of 
necessary documents. 


The NASD is rightly concerned when a broker-dealer and its 
representatives fail to secure for their customers the benefit 
of a reduced sales charge in the sale of mutual funds. We 
concur with the NASD that, where a broker-dealer or 
representative is aware of large amounts of money being in- 
vested in a mutual fund over a relatively short period of time. 
as in this case, it is incumbent upon them to obtain the 
lowest possible price for the customer. A failure to do so 
results not only in the customer being deprived of a benefit 
to which he or she is entitled, but also in the broker-dealer 
and representative receiving increased commissions at the 
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customer's expense. As the NASD points out, such conduct 
is inconsistent with just and equitable principles of trade. 


In the situation before us, it is clear that the applicant and 
the other respondents had a responsibility to make certain 
that a letter of intent was filed with the mutual fund or, at 
the very least, to inform the clients of their rights of ac- 
cumulation. None of the respondents fulfilled this respon- 
sibility, and they could not rely on the investment company 
to perform this duty for their clients. Under the cir- 
cumstances, we affirm the NASD’s finding that Fenocchio’s 
conduct violated Article III, Section 1 of the NASD’s Rules 
of Fair Practice. 


IV. 


The NASD also found that Fenocchio and the other 
respondents engaged in a course of conduct in a customer 
account which resulted in unsuitable investments by the 
customer in view of his financial needs and objectives. 


The record indicates that the customer was a resident of a 
rest home, in his early 80's, and that he successively in- 
vested on a short-term basis in various mutual funds and 
real estate securities that were oriented towards growth 
rather than income. The investments were of such frequency 
and magnitude that the customer's account was turned over 
more than three times during the 23-month period 
Fenocchio jointly serviced it with the other respondents. As 
a result of the high turnover, the customer paid aggregate 
sales charges exceeding 20 percent of the original amount 
invested. 


The answer filed by Fenocchio asserted detailed knowledge 
of the investor's health, intelligence, investment experience, 
financial needs, assets, dependent obligations and invest- 
ment objectives. Fenocchio did not know the customer's 
total portfolio, but the president of Mingo & Co. testified that 
the customer claimed he had made investments through 
other brokers. Fenocchio contended that the customer was a 
sophisticated investor who had been engaging in securities 
transactions for over 50 years, and that all transactions were 
made with the customer's full knowledge and approval. 


The customer did not testify before the NASD, nor was he 
interviewed by an NASD investigator. A letter purportedly 
signed by him was introduced into evidence by the president 
of Mingo & Co. who explained that the letter had been dic- 
tated to him by the customer. The letter reports complete 
satisfaction in the handling of the account. Such a letter is of 
questionable weight in the absence of testimony of the 
customer or of any other independent evidence of the 
customer's precise financial circumstances and investment 
purposes. We believe the available evidence clearly es- 
tablisnes that Fenocchio and the other respondents failed to 
act reasonably in their dealings with the customer, and that 
they thereby violated the NASD’s Rules of Fair Practice. 


Even if we were to accept without qualification applicant's 
contentions, we believe the instant circumstances, par- 
ticularly the customer's advanced age and the fact that he 
resided in a rest home, placed a duty on Fenocchio and the 
other respondents which they failed to fulfill, to make a 
serious inquiry into the suitability of the customer's in- 
vestments and to prevent the dissipation of the customer's 
Capital by successive turnovers. 
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We find, as did the NASD, that we cannot credit the conten- 
tion that a customer, who had been investing in securities 
for over 50 years and reputedly was sophisticated in 
securities matters, would require the amount of turnover 
that occurred in his account over such a comparatively short 
period of time. The excessive turnover of this elderly 
customer's account, particularly where mutual funds were 
involved, is a violation of the NASD’s Rules of Fair Practice, 
as we have previously stated in this opinion. Moreover, the 
conduct of this customer's account follows the same pattern 
evident in the other accounts cited above. Under the cir- 
cumstances of unsuitability coupled with excessive turnover, 
we sustain the NASD’s findings that the applicant violated 
Sections 1 and 2 of Article Ill of its Rules of Fair Practice 
with respect to the customer's account. 


V. 


Fenocchio was not assisted by counsel at any stage in the 
proceeding, although his answer, testimony and exhibits 
contest the issues in some detail. We have, in light of the cir- 
cumstances, reviewed the record with special care. Having 
done so, we find nothing therein that would support a con- 
clusion that the penalties are ‘excessive or oppressive.’* 
Indeed, under the circumstances, the penalties imposed may 
be deemed lenient. 


The violations involved in this case have been recognized by 
the NASD to raise serious policy questions of fair dealing 
with customers, and we join in its concern. Churning 
customer accounts, failing to secure reduced sales charges, 
and not inquiring realistically into the suitability of a 
customer's investments are all offenses that operate to in- 
crease a broker's commissions at the expense of his 
customers. Violations of this nature are directly contrary to 
the “high standards of commercial honor and just and 
equitable principles of trade’ that the NASD seeks to 
promote. Further, they serve to erode the basic relationship 
of trust that exists between brokers and their clients — a 
relationship that is essential to the industry's continued 
viability. 


The applicant suggests that the NASD’s decision was 
rendered capriciously for the purpose of its own financial 
enrichment. Given the weight of the evidence, we find no 
basis for this allegation. Nor do we see any disparity 
between the severity of the penalties and the gravity of the 
offenses for which they were imposed. 


Accordingly, 1T 1S ORDERED that the proceedings for 
review be, and they hereby are, dismissed. 


By the Commission (Chairman HILLS and Commissioners 
LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 





‘That is the statutory test, which is found in Section 
19(e)(2) of the Exchange Act, as amended. 
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SECURITIES EXCHANGE ACT OF 1934 
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Admin. Proc. File No. 3-4400 
In the Matter of 


MULTI BENEFIT REALTY FUND 
(81-119) 

MULTI BENEFIT REALTY FUND Il 
(81-135) 

CALIFORNIA REALTY FUND 
(81-118) 

GRUBB & ELLIS REALTY FUND II 
(81-122) 

Oakland, California 


OPINION OF THE COMMISSION 


EXEMPTING ISSUERS OF EQUITY SECURITIES FROM 
THE SECURITIES EXCHANGE ACT’S REGISTRATION AND 
REPORTING REQUIREMENTS 


Where limited partnerships in the real estate business 
with assets of some $183 million and more than 5,600 
partners applied for exemption from registration and 
reporting requirements of Securities Exchange Act, 
principally on basis of limited trading interest in their 
securities, he/d, exemption unwarranted because of 
the issuers’ size and the substantial public investor in- 
terest in them 


Suitability Standards and Investor Sophistication 
That the investors involved in a venture meet suitabili- 
ty standards indicative of a certain modest affluence 
does not mean that they are sophisticated. Moreover, 
sophistication is no substitute for knowledge. 


Financial Reporting Standards 


Compliance with Generally Accepted 
Accounting Principles 


Accrual Basis Financial Statements 
Financial statements filed with the Commission must 
be on accrual basis as required by generally accepted 
accounting principles. 


Cash Flow Real Estate Companies 


Cash flow real estate ventures present special 
problems of investor protection. These make full dis- 
closure especially imperative in such cases. 


APPEARANCES: 


Thomas B. Swartz, of Bronson, Bronson and McKinnon, for 
applicants. 


Donald J. Myers, for the Commission's Division of Corpora- 
tion Finance. 


Four real estate partnerships with aggregate assets of about 


$183 million’ and some 5,600 limited partners? seek ex- 
emption from the registration and reporting requirements 
that the Securities Exchange Act imposes on issuers? of 
publicly held securities.* The applications are predicated on 
the lack of trading interest in applicants’ units® of limited 
partnership interest® and on the investors’ putative 
sophistication.’ These factors are, however, outweighed by 
the applicants’ size® and by the number of investors in- 
volved.? Hence we are constrained to deny the applications. 





'The smallest partnership's assets come to about $26 
million. The largest has assets of some $87 million. 


2 One of the partnerships has 2,753 limited partners. And 
even the one with the fewest people in it has 731 limited 
partners. The 5,600 figure in the text refers to the aggregate 
number of limited partners’ accounts. Since some people 
may have interests in two or more of these partnerships, it is 
possible that the text overstates the number of investors in- 
volved. The fragmentary record before us sheds no light on 
the extent, if any, of such overlapping. 


3Section 12(g)(1)(B) of that statute makes those re- 
quirements applicable whenever ‘‘the issuer has total assets 
exceeding $1,000,000 and a class of equity security... held 
of record by five hundred or more... persons.” This section 
was added to the Act by the Securities Acts Amendments of 
1964. 78 Stat. 565. The purpose of the section was to ex- 
tend to “larger” unlisted companies the continuous dis- 
closure obligations theretofore imposed only on listed com- 
panies and on certain others that had filed registration 
statements under the Securities Act. S. Rep. No. 379, 88th 
Cong., 1st Sess. 1 & 9 (1963). 


* Section 12(h) of the Act, the section pursuant to which the 
applications are made, states that requests of this character 
can be granted only “if the Commission finds, by reason of 
the number of public investors, amount of trading interest in 
the securities, the nature and extent of the activities of the 
issuer, income or assets of the issuer, or otherwise, that such 
action is not inconsistent with the public interest or the 
protection of investors.” 


5 In view of applicants’ stress on this factor, their controlling 
persons’ willingness to subject themselves to the inhibitions 
that Section 16 of the Exchange Act imposes on the ability 
of strategically situated people to realize short-term trading 
profits is unsurprising and cannot be deemed a significant 
concession. 


S If applicants’ premise that want of trading interest is 
enough in itself to warrant exemption be correct, it follows 
that most real estate limited partnerships are also entitled to 
exemptions akin to those for which the applicants pray. This 
is so because there is seldom any appreciable post- 
distribution trading market for interests in such partnerships. 
The Special Study of the securities markets made under our 
aegis from 1961 to 1963, pursuant to the mandate of 
former Section 19(d) of the Securities Exchange Act (75 
Stat. 465 (1961)), so found. See its report, H.R. Doc. No. 
95, Pt. 1, 88th Cong., 1st Sess. (hereinafter cited as 
“Special Study”) at 582-583. Though the Special Study’s 
findings about publicly held real estate ventures are now 
thirteen years old, we have no reason to believe them out- 
moded in this respect. Pages 10 and 11 of the Ociober 
1972 report of our Real Estate Advisory Committee (1972 
Advisory Report’’) point out that trading markets for real es- 
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tate limited partnership interests are still rare. But 
applicants’ premise is wrong. Though significant, trading in- 
terest is not the sole consideration to be looked to in these 
matters. Other factors also have their place. The words of 
Section 12(h) reproduced in n. 4, supra, make that crystal 
clear. Also noteworthy in this regard are the remarks of two 
commentators on the Securities Acts Amendments of 1964. 
Writing soon after the enactment of that legislation, Messrs. 
Phillips and Shipman observed: “‘It is likely...that the 
coverage... of Section 12(g) will extend to large numbers 
of inactively traded securities. This will include securities of 
issuers organized in normal corporate form as well as in- 
terests in real estate syndications,...and a variety of 
promotional enterprises.* ** Section 12(h) does refer to the 
amount of trading interest as a criteria [sic] for exercising ex- 
emptive authority, but this reference would seem to have lit- 
tle effect on the broad discretion permitted the Commission. 
There would seem to be little justification for providing a 
blanket exemption from sections 12, 13, 14 and 16 for the 
securities of corporate issuers solely on the basis of lack of 
trading activity.” Phillips and Shipman, An Analysis of the 
Securities Acts Amendments of 1964, 1964 Duke L.J. 706, 
763 (1964). (Emphasis added.) 


7 The claimed sophistication is supported solely by a show- 
ing that the investors meet certain suitability standards. All 
that this means is that the investors are prosperous enough 
to make the ‘‘tax shelter” that real estate ventures of this 
type offer of some moment to them. But such modest 
affluence (an annual gross income of at least $20,000 plus 
present net worth of at least $20,000 or present net worth 
of $100,000 in some instances and of $200,000 in others, 
with a somewhat more rigorous rule applicabie with respect 
to purchasers of certain kinds of interests who must have 
both income taxable at a rate of 40% or more and a present 
net worth of at least $25,000) is no guarantee of analytical 
sophistication. Compare John R. Brick, Securities Exchange 
Act Release No. 11763, Investment Advisers Act Release 
No. 483 (October 24, 1975), 8 SEC Docket 240, 244: 
“True, the groups... consisted of people who were inclined 
to speculate and had money to do so. However, it takes 
more than that to establish sophistication. Were the rule 
otherwise, every board room habitue would have to be con- 
sidered a sophisticate able to fend for himself.’ Nor can we 
assume that everybody who meets applicants’ suitability 
standards will have access to a financial adviser equipped to 
counsel him in these matters. Such an assumption would be 
most implausible. Rea! estate investment is something of a 
world in itself. And the number of analysts both capable of 
giving and willing to give competent and disinterested 
guidance to that world is not large. In any event sophistica- 
tion is no substitute for knowledge. United States v. Custer 
Channel Wing Corp., 376 F.2d 675, 678 (C.A. 4, 1967), 
cert. denied 389 U.S. 850. And our study of the record has 
not persuaded us that the kind of disclosure that applicants 
are now making is sufficient to enable even a sophisticated 
limited partner to formulate an informed judgment on his 
partnership's results and prospects. 


® Trading interest is but one of the factors which we are to 
consider in connection with an application under Section 
12(h) (see n. 4, supra), and the degree of sophistication of 
the investors is not specifically mentioned. Moreover, we 
must find that exemption is “not inconsistent with the public 
interest or [emphasis added] the protection of investors.” 
This alternative formulation implies a Congressional judg- 
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ment that there may be a public interest which is, to some 
extent, independent of the need of the particular investors 
involved for adequate disclosure with respect to publicly 
owned enterprises such as these which are of substantial 
size and economic significance. 


° None of our three cases in this area (The National Dollar 
Stores, Ltd., 43 S.E.C. 881 (1968); Security Savings and 
Loan, 44 S.E.C. 675 (1971); Lake Ontario Cement Limited, 
Securities Exchange Act Release No. 10168 (May 23, 
1973), 1 SEC Docket No. 17, p. 5) involved an investor pop- 
ulation of this size. In National Dollar Stores there were 599 
shareholders. In Security Savings and Loan there were 1.- 
376 shareholders, the overwhelming majority of whom had 
mere dwarf holdings. And in Lake Ontario Cement we dealt 
with what was basically a Canadian company with a steadily 
dwindling number of United States shareholders, whose 
positions in the issue were very small. Those earlier cases 
also differ from the instant case in other significant respects. 
See n. 28, infra. 





At the root of this matter is applicants’ aversion to accrual 
accounting and their desire to adhere to the cash basis that 
they now use.'° 


But because of its fixation on the oft-fortuitous circumstance 
of actual payment, the cash basis does not relate costs to 
the period in which they were incurred. Nor does it relate 
revenues to the slice of time in which they were earned. 
Hence cash basis financial statements are necessarily dis- 
torted to some extent. As two law teachers, who have given 
some thought to these matters, observe: 


“They |[i.e.. accountants] are not merely trying to 
process numbers through the bookkeeping technique; 
they are trying to produce meaningful financial 
statements, and it would not be meaningful to treat 
the purchase of a long-term supply of paper clips as an 
Expense in January just because the cash was paid 
out in January (or because a liability to pay was in- 
curred in January). If accountants were simply report- 
ing on the total excess of Revenues over Expenses for 
a corporation over its whole life, there would not be 
any difficulty in taking account of the items of Expense 
and Revenue whenever incurred. But the needs of 
management, investors, tax authorities and others 
require periodic \ncome Statements. Thus a chief 
problem of Accounting and an important function of 
accounting principles is to a//locate items of Expense 
(or costs) and Revenues to accounting periods and to 
obtain a proper matching thereof, regardiess of when 
the cash expenditures or receipts occur or when 
obligations to pay or rights to receive cash arise. This 
process of allocation is called accrual accounting.”""' 





'? Their willingness to comply with our proxy-solicitation 
rules under Section 14 of the Exchange Act is conditioned 
on their being free to furnish the financial information in 
those rules on a cash basis. - 


" Fiflis and Kripke, Accounting for Business Lawyers 35-36 
(1971). (Emphasis in the original.) In a later publication 
Professor Kripke put the point this way: “The accrual 
system ...serves the useful purpose of postponing the 
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recognition of expenditures as expenses until the income to 
which they are related is permitted to enter the income ac- 
count. It serves to prevent meaningless fluctuations of in- 
come by reason of the timing of payment of bills or collec- 
tion of receivables, etc.” Kripke, A Search for a Meaningful 
Securities Disclosure Policy, 31 Bus. Law 293, 297 (1975. 





Since accounting is a process of matching costs and 
revenues to the reporting periods to which they relate, 
generally accepted accounting principles mandate accrual 
accounting.'? No sanction can be found in them for the cash 
basis of which applicants are so enamored. It follows that all 
financial statements filed with us must be on the accrual 
basis.'? 


It is said that tax-oriented real estate ventures of this kind 
are sui generis, and that cash basis statements tell the in- 
vestors in such enterprises all they want to know.'* That 
argument has been made before.'® And we rejected it back 
in September of 1974.'® At that time we said: 





'2 For a full development of this theme see Paton and 
Littleton, An Introduction to Corporate Accounting Stan- 
dards (1940). 


'3 This is so because such statements must conform to 
generally accepted accounting principles. See Accounting 
Series Release No. 4 (1938); Accounting Series Release No. 
96 (1963); Pines, The Securities and Exchange Commission 
and Accounting Principles, 30 Law and Contemp. Prob. 727 
(1965); Woodside, A Review of the Commission's Ad- 
ministrative Policies Relating to Financial Reporting Under 
the Securities Acts, 121 J. Accountancy 49 (Feb. 1966). 


In this regard we think it appropriate to point out that none 
of the three cases in which we found partial exemptive relief 
appropriate (see n. 9, supra) involved a special dispensation 
from generally accepted accounting principles. 


'* This contention assumes that a rational investor in one of 
these partnerships is interested only in the amount of tax- 
free cash that he gets and in the tax loss that he can claim 
on his income tax return by reason of his distributive share of 
the losses generated by the partnership's depreciation 
deductions. The assumption is erroneous. The investor is or 
should be concerned with the quality and the probable 
longevity of his cash distributions. To gauge that he has to 
be well informed about the sources of those distributions. 
When we spoke through former Chairman Cary in Franchard 
Corporation, 42 S.E.C. 163, 181-182 (1964), we noted the 
frequency with which investors are bemused by the 
seemingly miraculous facility with which real estate ven- 
tures generate what look like fountains of tax-free cash, and 
then observed that ‘To enable investors to appraise the real 
nature and the long run viability of those apparently 
generous returns a complex of circumstances must be 
brought to their attention lucidly and forcefully.*** [T]he 
phrase ‘cash derived from operations’... is ambiguous. This 
phrase might normally be construed to mean cash derived 
from the operation of properties, which is usually 
characterized by some degree of regularity and which, in 
spite of variations, can reasonably be expected to recur. 
However, many real estate companies... regard extraor- 
dinary nonrecurring cash receipts derived from syndication 
activities, capital gains realized as a result of property sales, 
and mortgage refinancing as part of their operational 


revenue ... If ‘cash derived from operations’ is meant to in- 
clude cash derived from nonrecurring as well as from recurr- 
ing sources, the amounts derived from the two sources 
should be stated separately. If distributions have 
been...made out of extraordinary, nonrecurring cash 
receipts, the prospectus should also point out that there is 
no assurance that receipts of that character will recur in the 
future and that distributions derived from such receipts will 
be unstable and irregular.” 


Franchard was a stop order case in which we dealt with the 
adequacy of prospectuses. Here there are no Securities Act 
prospectuses becauses the promoters of these partnerships 
have consistently relied on the instrastate exemption from the 
Securities Act’s registration and prospectus-delivery re- 
quirements found in Section 3(a)(11) of that statute. While 
the limited partners did receive offering circulars at the time 
of purchase, the disclosures in those documents did not 
measure up to the standards that Securities Act prospec- 
tuses must meet. In our view this makes accurate and ade- 
quate continuing disclosure that comes up to the standards 
mandated by federal law even more essential than it would 
otherwise be. 


Such disclosure is needed to help a limited partner to 
answer the following questions: 


(A) Has the general partner's conduct been such as to give 
the limited partners rights of action against them under the 
governing instruments, California partnership law, or the 
federal securities law? See in this connection Note, Standing 
of Limited Partners to Sue Derivatively, 65 Col. L. Rev. 1463 
(1965); Klebanow v. New York Produce Exchange, 334 F.2d 
294 (C.A. 2, 1965); Lichtyger v. Franchard Corp., 18 N.Y. 2d 
528, 223 N.E. 2d 869 (1966): Riviera Congress Associates 
Yassky, 18 N.Y. 2d 540, 223 N.E. 2d 876 (1966). Cf. Linder 
v. Vogue Investments, Inc., 48 Cal. Rptr. 633 (Dist. Ct. App. 
1966). 


(B) Does the general partner's operating record warrant 
new investments in the other real estate ventures that it or 
its affiliates may sponsor from time to time? 


'S It is singularly inappropriate here in view of applicants’ 
propensity for making substantial prepayments of interest on 
the mortgages that encumber their properties. Such 
prepayments make applicants’ cash basis statements even 
less realistic and even less reliable than they would 
otherwise be. 


'6 Requirements for Financial Statements of Certain Special 
Purpose Limited Partnerships in Annual Reports Filed with 
the Commission, Securities Act Release No. 5528, 
Securities Exchange Act Release No. 11029, Accounting 
Series Release No. 162 (September 27, 1974), 5 SEC 
Docket 181. 





“One of the basic purposes of both the Securities Act 
and the Exchange Act is to require registrants to 
provide full and fair disclosure regarding all significant 
aspects and activities of the business for the benefit of 
the investing public. The requirements for financial 
statements under the Acts implement this objective by 
causing disclosures regarding the stewardship of 
financial resources of the company with respect to 
their utilization and their condition. Since financial 
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statements prepared on a tax basis do not necessarily 
give a complete presentation of the stewardship of the 
resources, they do not in general meet the re- 
quirements for full and fair disclosure as envisioned in 
the Acts. 


“Complete data relating to many aspects of financial 
position and operations are frequently not included in 
financial statements prepared on a tax basis and the 
scope of the independent audit of such tax basis 
statements also may not be the equivalent of the usual 
audit of financial statements prepared on a [generally 
accepted accounting principles] basis. In addition, 
some problem areas arising out of relationships 
between a general partner in the limited partnership 
and other related parties may cause particular account- 
ing and auditing difficulties. . 


“While it is contended that, in some instances, in- 
vestors in these limited partnerships are primarily in- 
terested in the tax status of their investments and thus 
tax basis financial statements are of more value to 
them, the ultimate realization of the tax benefits, as 
well as the ultimate recovery of the investment 
through sale of the project, depends on the proper 
utilization and stewardship of the resources of the 
enterprise. Independent verification of the reporting on 
these matters can best be obtained from audited 
financial statements presented on a [generally 
accepted accounting principles] basis. Presentation of 
the financial data on a tax basis may also be desirable 
but the presentation should be in addition to the 
presentation on a [generally accepted accounting prin- 
ciples] basis and should not supplant it.’’'’ 


Further comment on applicants’ prayer for a special dispen- 
sation from the accounting standards that apply to 
everybody else seems superfluous.'® 


In passing on applications such as this, we must give due 
weight to “the nature and extent of the activities of the 
issuer.”’'? When we do that here, we see that these issuers 
are highly-leveraged, tax-oriented real estate speculations.” 
Because of the oft-subtle interplay between tax con- 
siderations?’ and basic economic factors’? and of the un- 
usually high incidence of self-dealing between issuers and 
their managements?* characteristic of this field,?* in- 
vestments in it are more complex than those in most 
securities.2> And since the central purpose of the disclosure 
provisions of securities statutes is to give investors ‘the 
means of understanding the intricacies of the transaction 
into which they are invited,’’*® this is a most inappropriate 
area for the hands-off, total laissez-faire philosophy?’ urged 
upon us by these applicants.7® 


Hence our Real Estate Advisory Committee concluded that: 
“The Commission should continue to regulate real es- 
tate securities pursuant to the 1933 and 1934 Acts’ 
disclosure approach, intensifying disclosure and in- 
creasing policing and reporting standards.’’*° 


IV. 


Nothing brought to our attention in this case tends to 
suggest that a departure from that carefully considered view 
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would be in the public interest. Nor do we discern any sup- 
port for applicants’ position in the recent history of real es- 
tate finance. Accordingly, an order will issue denying the 
aplications in toto.?° 


By the Commission (Chairman HILLS and Commissioners 
LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 





'75 SEC Docket at 182. 


'8 Applicants say that compliance with those standards will 
be “burdensome and costly.” But most other issuers could 
also say that. Information is not a free good. Assembling it 
and presenting it in intelligible form necessarily involves the 
expenditure of time and money. The securities acts reflect a 
legislative judgment that this expenditure is in the public in- 
terest and also in the interest of the investors who have to 
pay for it. 


Moreover, applicants have not shown that the burden of 
compliance will be especially onerous for them. They begin 
by saying that meeting our standards would cost “in excess 
if $20,000 per year [we note parenthetically that in view of 
the size of these partnerships that can scarcely be con- 
sidered a grotesquely extravagant expenditure] with respect 
to each Applicant.” But the statement is unsupported by 
testimony or affidavit from the national accounting firms 
that the applicants use. Nor is there anything else in the 
record that we could possibly deem satisfactory evidence on 
this point. In fact, applicants themselves concede that their 
claims are mere guesstimates. They say that ‘The exact 
amount or an intelligent estimate of such costs cannot 
reasonably be made until a detailed review...is made.” 
Should not such a review have been made before applicants 
came here with a petition for extraordinary relief predicated 
in large measure on what they claim to be the unreasonably 
high cost of conforming to the law? 


'8 See the quotation from Section 12(h) in n. 4, supra. 


20 Applicants’ philosophy appears to be that of using as 
much mortgage credit as they can manage to get. This 
means that there can be what our Franchard opinion called 
an “adverse leverage effect.” As we said in that case: 
‘‘[W]here the issuer has a high ratio of debt to equity capital, 
as do many cash flow real estate companies, a moderate 
decline in gross rent receipts will have a disproportionately 
severe effect on cash flow available for distribution. 
Operating expenses and fixed charges (rental obligations on 
lease-holds, interest and amortization payments on 
mortgages, and real estate taxes) are relatively inflexible and 
must be paid regardless of the condition of the rental 
market.” 42 S.E.C. at 181 (1964). 


2! The tax advantages stem from the depreciation deduc- 
tions. But depreciation is a réa/ (albeit a non-cash) cost. 
Buildings do depreciate over time. And the deductions that 
give bookkeeping recognition to that physical fact are 
neither figments of the accounting profession’s imagination 
nor gifts from the Internal Revenue Service. Hence we said 
in Franchard: ‘The amount in excess of actual earnings is 
not a return on investment but a return of capital and in no 
sense to be equated to yield on investment. This crucial 
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difference between the returns from investments in the 
securities of cash flow real estate companies and normal 
corporate dividends is sometimes misunderstood by unwary 
investors.” 42 S.E.C. at 180-181 (1964). 


22 Like other entities of this type, applicants are oriented 
toward capital gain. Their ability to translate their hopes for 
such gains into reality depends, of course, on their being 
able to sell their properties for more than depreciated 
historical cost. The more successful these properties are as 
investments, the greater the likelihood of attaining the 
hoped for capital gains. The limited partners are entitled to 
data that will enable the more analytical and the more astute 
among them to assess the probability of capital gain over 
the long run for themselves. 


Applicants speak of the partners’ annual meetings and of the 
partners’ right to examine the partnership books. The 
suggestion that these rights obviate the need for com- 
prehensive reporting is frivolous. Shareholders’ meetings 
were well known and the right to examine books was well 
established long before the securities statutes were even 
dreamt of. But in view of the separation of ownership from 
control characteristic of modern large-scale publicly held 
enterprises (a separation that is especially marked in limited 
partnerships of this kind), those rights were and are of 
limited utility standing by themselves. How meaningful! are 
meetings unless one knows what questions to ask? And 
how much does their ability to rummage in the books of ac- 
count do for investors who don’t know what they are looking 
for? 


23 Those who fathered the disclosure requirements that we 
administer reasoned that full disclosure would act as 
something of a check on managerial overreaching. As Mr. 
Justice (then Professor) Frankfurther, a major architect of 
the Securities Act, stated in describing the impact of that 
Act: ‘The existence of bonuses, of excessive commissions 
and salaries, of preferential lists and the like, may all be open 
secrets among the knowing, but the knowing are few. There 
is a shrinking quality to such transactions; to force 
knowledge of them into the open is largely to restrain their 
happening. Many practices safely pursued in private lose 
their justification in public.” Frankfurter, The Securities Act: 
Social Consequences, Fortune, August 1933, p. 55. Here 
Mr. Justice Frankfurther was restating a viewpoint ar- 
ticulated two decades earlier by his mentor, Mr. Justice 
Brandeis, who had said back in 1913 that: ‘Publicity is just- 
ly commended as a remedy for social and industrial dis- 
eases. Sunlight is said to be the best of disinfectants...” 
Brandeis, Other People’s Money (1913) reprinted at page 
62 of the National Home Library Foundation edition of 
1933, quoted with approval in the Supreme Court's per 
curiam opinion of January 30, 1976 in Buckley v. Valeo, 96 
S. Ct. 612, 658. These considerations are as basic to the 
Securities Exchange Act of 1934 as they are to the 
Securities Act of 1933. The report of the house Committee 
on the bill that was ultimately to become the Exchange Act 
shows that ‘disregard of trust relationships by those whom 
the law should regard as fiduciaries” was one of the evils 
that the Act sought to eliminate. H.R. Rep. No. 1383, 73d 
Cong., 2d Sess. 6 (1934). Cf n. 14, supra. 


24 At page 41 of the 1972 Advisory Report, our Real Estate 
Advisory Committee said: ‘The structure of the typical real 
estate syndication does offer significant opportunities for 


self-dealing, and there are few controls (for example, in- 
dependent directors and stockholder approval) comparable 
to corporate democracy. In real estate offerings, those who 
are managing the business have a direct monetary interest 
in the way the funds are used; the promoters themselves run 
the business and rarely have the constraint of outside direc- 
tors. In addition, because of partnership law restrictions on 
the activities of the limited partner, the limited partners can- 
not act as effective regulators.” 


In the following pages (pp. 42-45) the Advisory Committee 
spelled out what it was talking about. It said: 


[T]he great majority, and probably all,... real estate 
limited partnerships...contain at least one, and 
usually more, of the following... patterns: 


“1. The general partner is a general partner or an af- 
fillate of the general partner in other limited 
partnerships (public and/or private) dealing in similar 
investments. 


“2. The general partner has the power (and does) in- 
vest the partnership's funds in other limited 
partnerships in which the general partner or an affiliate 
is the general partner. 


‘3. Properties are brought from or sold to affiliates. 


“4. Affiliates who act as underwriters, real estate 
brokers, managers, etc., for the partnership act in such 
capacities for affiliated partnerships (or other affiliated 
entities). 


‘5. The same counsel represents both the partnership 
and the general partner. 


“6. In a REIT, the advisor hired, or the trustees, are 
engaged in other real estate activities. 


“7. The general partner or an affiliate is hired by the 
partnership to manage the properties purchased, 
receiving sizable compensation. 


“8. An affiliate of the general partner acts as the un- 
derwriter for the offering, receiving underwriting com- 
pensation. 


“9. An affiliate of the general partner is a real estate 
broker, receiving finders fees for purchases of property 
for the partnership. 


“10. An affiliate of the general partner is a real estate 
broker, receiving commissions for sales of the 
partnership's property. 


“11. The law firm with which the general partner is 
affiliated renders opinions and drafts partnership 
documents and receives legal fees. 


“12. An affiliate of the general partner acts as an in- 
surance agent for properties acquired by the 
partnership, receiving commissions. 


13. An affiliate of the general partner acts as the ac- 
countant and administrator for the partnership, receiv- 
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ing payment from the partnership for such services. 


“14. An affiliate of the general partner places 
mortgages for the partnership or otherwise acts as a 
finance broker, receiving commissions for such ser- 
vices. 


“15. An affiliate of the general partner acts as a leas- 
ing agent receiving fees. (In the case of low and 
moderate government assisted housing some fees are 
far in excess of those permitted by the government if 
additional funds of limited partners had not been in- 
volved. 


“The conflicts of interest problem can be a substantial 
one, in part because of the limited partners’ lack of 
power, and in part because of the many opportunities 
for overreaching. 


“Probably the most basic, widespread and dangerous 
abuse involved in this industry is the selling of proper- 
ties to syndications at inflated prices or subject to in- 
flated or unfeasible financing arrangements or a com- 
bination of both. This is caused generally by the syn- 
dicator’s several conflicts of interest, the techniques 
used to package the tax shelter, and the conflict 
between these techniques and intrinsically sound in- 
vestment objectives. 


“The real estate partnership’s tax benefits may result 
from interest, points, finder’s fees, real estate taxes, 
commissions, the leveraged depreciation bases of the 
property and the potential for capital gains upon dis- 
position. Dollars invested that will be tax deductible 
are sometimes called ‘soft dollars’, the remaining being 
‘hard dollars.’ The syndicator’s goal is to create as 
many ‘soft dollars’ as possible. The investment that in- 
cludes the greatest percentage of ‘soft dollars’ in the 
first few years often appears to be more attractive. The 
problem is such a package is usually highly reckless 
from a sound investment point of view and also 
presents opportunity for exorbitant and undisclosed 
profits and fees to the principals involved.” 


25 This led to the Special Study’s conclusion (at page 590 of 
part 1) that “Holders of real estate securities rank high 
among those in need of protection that can be provided 
by...extending certain reporting provisions of the Ex- 
change Act.” 


26 The quotation is from the House report on the bill that 
eventually became the Securities Act, H.R. Rep. No. 85, 73d 
Cong., 1st Sess. 8 (1933). But the thought illumines the Ex- 
change Act as well as the Securities Act. At least with 
respect to disclosure, the ‘33 and ‘34 Acts are a seamless 
web. The document with which the legislative history of 
these statutes begins, the President's message of March 29, 
1933, recommending the enactment of the Securities Act, 
shows that. President Rocsevelt’s penultimate paragraph in 
that message reads: ‘‘This |i.e., the Securities Act] is but one 
step in our broad purpose of protecting investors... It 
should be followed by legislation relating to the better super- 
vision of the purchase and sale of all property dealt in on ex- 
changes, and by legislation to correct unethical and unsafe 
practices on the part of officers and directors of... cor- 
porations.”” See also the discussion of the genealogy of the 
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‘33 and ‘34 Acts in 1 Loss, Securities Regulation 119-128 
(2d ed. 1961). True it is that for many years there was a gap 
between the quality of the disclosures produced by the 
Securities Act and the far less searching character of those 
elicited by the Exchange Act. But there was an ad- 
ministrative anomaly stemming in large measure from for- 
tuitous historical factors that need not be recounted here. 
See Cohen, “Truth in Securities” Revisited, 79 Harv. L. Rev. 
1340 (1966). And since the publication in 1969 of the 
report of the disclosure study group headed by former Com- 
missioner Wheat (Disclosure to Investors: A Reappraisal of 
Federal Administrative Policies under the ‘33 and ‘34 Acts 
described in Securities Act Release No. 4963 (April 14, 
1969) and in 35 S.E.C. Ann. Rep. 18-24 (1969)) much has 
been done to bring continuing post-distribution disclosure 
up to the standards long ago established for disclosure to in- 
itial purchasers in Securities Act prospectuses. 


Nevertheless, the quotation in the text may seem of dubious 
relevance to the concrete case before us. In that quotation 
the House Committee on Interstate and Foreign Commerce 
spoke of the importance of giving investors an understand- 
ing of the transactions to which they are “‘invited.”” Here the 
invitational state is over. The distributions have been com- 
pleted. And there is no trading market. At first blush the in- 
vestors seem married to their limited partnership interests. 
But even if those marriages be deemed indissoluble, the in- 
vestors need information for the purposes described inn. 14, 
supra. Moreover, the marriages are not indissoluble. There 
have been a few divorces. And there may be more in the 
future. The absence of a trading market does not mean that 
the investors are necessarily locked in for the life of the 
partnership. In fact, there is something in the nature of a 
redemption privilege in that a limited partner who wishes to 
withdraw must first offer his units to the general partner. 
Should the general partner reject that offer, the limited 
partner who wishes to withdraw can then proceed to seek 
another buyer. That buyer will have to meet standards 
prescribed by the California Commissioner of Corporations 
for the purpose of seeing to it that interests in the applicants 
are sold only to persons for whom such investments are 
suitable. But people who have attained the very moderate 
degree of prosperity involved are numerous. See n. 7, supra. 
Since it is not impossible for him to dispose of his interest, 
the rational limited partner will from time to time ask himself 
whether it is in his best interest to hold on or whether he 
should seek to withdraw. He is entitled to the information 
that he needs in order to answer that question intelligently. 
And it is our statutory responsibility to use our best efforts to 
see to it that he has access to such information. To grant this 
application would be to shirk that responsibility. 


27 See Berger, Rea/ Estate Syndication: Property, Promotion 
and the Need for Protection, 69 Yale LJ. 725 (1960); 
Special Study, pt. 1, 577-591; Franchard Corporation, 42 
S.E.C. 163 (1964); Wolf Corporation, 42 S.E.C. 1042 
(1966); 1972 Advisory Report; 39 S.E.C. Ann. Rep. 17 
(1973); Proposed Guide 60, “Preparation of Registration 
Statements Relating to Interests in Real Estate Limited 
Partnerships,” of the Guides for Preparation and Filing of 
Registration Statements, Securities Act Release No. 5465, 
Securities Exchange Act Release No. 10663 (March 1, 
1974), 3 SEC Docket 606. 


28 None of the three cases in which we found exemptions 
appropriate involved an enterprise of this kind. In The 
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National Dollar Stores, Ltd., 43 S.E.C. 881 (1968) we dealt 
with a rather simple retail store chain. Security Savings and 
Loan, 44 S.E.C. 675 (1971) was about a stock savings and 
loan association that was subject to comprehensive state 
regulation. And Lake Ontario Cement Limited, Securities Ex- 
change Act Release No. 10168 (May 23, 1973), 1 SEC 
Docket No. 17, p. 5 involved a simple (albeit a quite large) 
manufacturing concern. Moreover, none of those issuers 
asked for a special dispensation from generally accepted ac- 
counting principles. Finally, none of them involved the ex- 
emption from the Exchange Act's registration provisions that 
these applicants seek. Indeed, the departure from our stan- 
dard reporting requirements in Lake Ontario Cement was so 
slight that we said in our opinion: “We have here an unusual 
combination of circumstances. The extent of the exemption 
sought is quite limited. The disclosures applicant is will- 
ing to make are extensive. Our Division of Corporation 
Finance, which deals with disclosure matters from day to 
day and whose experience in this area we respect, 
recommends that we grant the application.” 1 SEC Docket 
No. 17 at p. 7. And in both National Dollar Stores and 
Security Savings and Loan we insisted on the filing of a 
registration statement with us, though we found exemptions 
from some of the continuous reporting requirements ap- 
propriate. 


221972 Advisory Report at p. 15. 
3° Our failure to address ourselves explicitly to some of the 


contentions made does not mean that we have ignored 
them. All issues raised have been carefully considered. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12195/March 11, 1976 


Admin. Proc. File No. 3-4400 
In the Matter of 


MULTI BENEFIT REALTY FUND 
(81-119) 

MULTI BENEFIT REALTY FUND II 
(81-135) 

CALIFORNIA REALTY FUND 
(81-118) 

GRUBB & ELLIS REALTY FUND I! 
(81-122) 

Oakland, California 


ORDER DENYING APPLICATIONS FOR EXEMPTION 


On the basis of the Commission's opinion issued this day, it 
is 


ORDERED that the applications of Multi Benefit Realty 
Fund, Multi Benefit Realty Fund Il, California Realty Fund 
and Grubb & Ellis Realty Fund || for exemptions from Sec- 
tions 12(g) and 13 of the Securities Exchange Act, and for 
permission to furnish the financial data required under Sec- 
tion 14 of the Act on a cash basis, be, and they hereby are, 
denied in all respects. 


By the Commission 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19420/March 5, 1976 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
P.O. Box 1631 
Wilmington, Delaware 19899 


(70-5803) 


NOTICE OF PROPOSED CHARTER AMENDMENTS TO 
INCREASE AUTHORIZED COMMON STOCK AND TO 
AMEND PREEMPTIVE RIGHTS PROVISIONS; ORDER 
AUTHORIZING SOLICITATION GCF PROXIES IN 
CONNECTION THEREWITH 


NOTICE !S HEREBY GIVEN that Central and South West 
Corporation (“CSW”), a registered holding company, has filed 
a declaration, and an amendment thereto, with this Com- 
mission pursuant to the Public Utility Holding Company Act 
of 1935 (‘Act’) designating Sections 6(a), 7 and 12(e) of 
the Act and Rule 62 promulgated thereunder as applicable 
to the proposed transaction. All interested persons are 
referred to the declaration, as amended, which is sum- 
marized below, for a complete statement of the proposed 
transaction. 


CSW proposes to amend its Restated Certificate of Incor- 
poration (‘Charter’), as amended, to increase CSW’'s autho- 
rized common stock, par value $3.50, from 56,500,000 
to 58,300,000 shares. CSW presently has 51,417,892 
shares of its common stock issued and outstanding. CSW 
states that it proposes to increase its authorized common 
stock to permit the issuance and sale in 1976 of a sufficient 
number of additional shares of common stock to raise ap- 
proximately $100,000,000. CSW further states that at 
current market levels, such a financing would require the 
sale of approximately 6,000,000 common shares. Proceeds 
from the sale of CSW common stock would be used to help 
finance planned construction expenditures of the CSW sub- 
sidiary companies. 


CSW also proposes to amend its charter to except from the 
preemptive rights provisions of the Charter the issuance of 
CSW common stock (i) exclusively to, or for the benefit of, 
employees of CSW or its subsidiaries or (ii) through or in 
connection with a dividend reinvestment plan. These 
proposed amendments broaden the Charter exceptions to 
preemptive rights. CSW states that the first preemptive 
rights amendment is proposed to permit the sale of stock on 
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original issue to an employee stock ownership trust, if one is 
created. CSW states that such issuance would not be prac- 
ticable if the shares had first to be offered to stockholders in 
satisfaction of their preemptive rights. 


CSW states that the second amendment to the preemptive 
rights Charter provision would permit revision of CSW’s divi- 
dend reinvestment plan to require investment in shares of 
CSW common stock on original issue rather than in already 
outstanding shares. Such a revision of the dividend reinvest- 
ment plan would require the approval of the CSW Board of 
Directors. 


CSW proposes to solicit proxies from its common 
stockholders to be used at the annual meeting of CSW 
stockholders to be held on April 15, 1976. Proxies are to be 
solicited for the above-described proposals, for the election 
of directors and for approval of the appointment of indepen- 
dent auditors. It is stated that the management of CSW does 
not know of any other such business to come before the an- 
nual meeting. The proposed Charter amendments require 
the favorable vote of the holders of a majority of the outstand- 
ing shares of CSW common stock entitled to vote at the 
meeting. The Charter amendments will be voted on 
separately. Each amendment, if adopted, will be made effec- 
tive regardless of whether any other amendment to be acted 
upon at the meeting is adopted. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be incurred in 
connection with the proposed transaction are estimated to 
amount to $30,500, including proxy solicitation costs of 
$27,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 31, 1976, request in writing that 
a hearing be held on such matter stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said declaration, as amended, which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the declarant at the above 
stated address, and proof of service (by affidavit or, in case 
of an attorney-at-law, by certificate) should be filed with the 
request. At any time after said date, the declaration, as 
amended or as it may be further amended, may be permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as provid- 
ed in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


It appearing that CSW’s declaration, as amended, in so far 
as it relates to the proposed solicitation of proxies, should be 
permitted to become effective forthwith pursuant to Rule 
62: 


IT 1S ORDERED that the declaration, as amended, in so far 
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as it relates to the proposed solicitation of proxies, be, and it 
hereby is, permitted to become effective forthwith, pursuant 
to Rule 62 and subject to the terms and conditions pre- 
scribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19421/March 8, 1976 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 
New York, New York 10005 


(70-5668) 


NOTICE OF FILING OF POST-EFFECTIVE AMENDMENT 
REGARDING ISSUE AND SALE OF COMMON STOCK TO 
SHAREHOLDERS PURSUANT TO DIVIDEND 
REINVESTMENT PLAN 


NOTICE IS HEREBY GIVEN that General Public Utilities Cor- 
poration ("GPU"), a registered holding company, has filed 
with this Commission a post-effective amendment to the 
declaration previously filed in this matter, pursuant to the 
Public Utility Holding Company Act of 1935 (‘Act’), 
designating Sections 6(a) and 7 and Rule 50(a)(1) 
promulgated thereunder as applicable to the proposed trans- 
action. All interested persons are referred to the declara- 
tion, as now amended, which is summarized below, for a 
complete statement of the proposed transaction. 


By order dated June 18, 1975 (HCAR No. 19051), the Com- 
mission authorized GPU to issue and sell up to 5,341,998 
additional shares of its common stock to its common 
stockholders pursuant to an Automatic Dividend Reinvest- 
ment Plan (‘Plan’), with such Plan expiring on June 30, 
1976. Under the Plan, a holder of GPU common stock may 
elect to have his dividends automatically invested in ad- 
ditional common stock of GPU. At the present time, the 
price of the shares to be issued by GPU to Plan participants 
on any dividend payment date is the average of the high and 
low sales price for GPU common stock on the New York 
Stock Exchange on such date, or, if the New York Stock Ex- 
change is closed on that date, the next preceding day on 
which it is open. The Plan further provides, among other 
things, that participants may withdraw from the Plan at any 
time, and that, if notice of termination of enrollment in the 
Plan to end participation is received by Hartford National 
Bank and Trust Company, Hartford, Connecticut (“Agent’’) 
on or before the tenth day after a dividend payment date, the 
dividend payment for that quarter will not be reinvested. 
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GPU now proposes to amend the Plan in three respects: (a) 
to provide that the price of the new shares purchased by the 
reinvestment of dividends will be 95% of the average of the 
high and low sales prices of GPU common stock on the New 
York Stock Exchange on the dividend payment date, or if the 
New York Stock Exchange is closed on that date, then the 
mext preceding date when the New York Stock Exchange is 
open; (b) to provide, in addition, that a participant may in- 
vest amounts, up to $3,000 in each quarter, for the 
purchase of additional new shares of GPU common stock 
through the Plan at a price equal to 100% of the average of 
the high and low sales prices of GPU common stock on the 
New York Stock Exchange on the quarterly dividend pay- 
ment date following receipt from the participant of such op- 
tional cash payment or, if the New York Stock Exchange is 
closed on that date, the next preceding date on which it is 
open; and (c) to provide that if a participant submits a re- 
quest to withdraw from the Plan and the agent's dividend 
reinvestment section receives such request between the 
record date for a dividend and the payment date for that divi- 
dend, the dividend paid on such date will be applied to 
purchase new shares on such payment date and such 
withdrawal will become effective after such dividend pay- 
ment date. GPU also requests that the period within which 
such shares may be issued and sold be extended until June 
SO!1977: 


The proposed amendments to the Plan would become effec- 
tive upon the increase in the number of authorized shares of 
common stock to be voted on at the annual meeting of 
GPU's stockholders on April 5, 1976. Such increase in the 
number of common stock has been approved by an order of 
this Commission dated February 20, 1976 (HCAR No. 
19396). 


The fees, commissions, and expenses to be incurred in con- 
nection with the proposed transaction will be supplied by 
amendment. No state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 2, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said post-effective amendment to the declara- 
tion which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served personally 
(air mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the declaration, as 
now amended or as it may be further amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19422/March 8, 1976 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


GULF POWER COMPANY 
Pensacola, Florida 


MISSISSIPP! POWER COMPANY 
Gulfport, Mississippi 


(70-5801) 


ORDER APPROVING PROPOSED ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND DEALERS IN 
COMMERCIAL PAPER; CAPITAL CONTRIBUTIONS TO 
SUBSIDIARIES FROM HOLDING COMPANY; EXCEPTION 
FROM COMPETITIVE BIDDING 


The Southern Company (‘Southern’), a registered holding 
company, and three of its wholly owned electric utility sub- 
sidiary companies, Alabama Power Company (‘Alabama’), 
Gulf Power Company (‘Gulf’) and Mississippi Power Com- 
pany ("Mississipp:”) have filed an application-declaration, 
and amendments thereto, pursuant to Sections 6(a), 6(b), 7 
and 12 of the Public Utility Holding Company Act of 1935 
(“Act’’) and Rules 45 and 50 promulgated thereunder as 
applicable to the following proposed transactions. 


Southern, Alabama, Gulf and Mississippi propose to borrow 
from banks and to issue and sell commercial paper from 
time to time on or before March 31, 1977 in the follow- 
ing maximum aggregate principal amounts: 


Company Amount of Proposed Borrowing 
Southern $ 65,000,000 
Alabama 350,000,000 
Gulf 65,000,000 
Mississippi 35,000,000 

Alabama and Mississippi state that, by post-effective 


amendment hereto, they may request authorization to 
increase their respective amounts of short-term financing 
to $425,000,000 and $68,000,000 respectively. 


At the present time banks within the states of Alabama, 
Florida and Mississippi (“local banks’) have made com- 
mitments to Alabama, Gulf, and Mississippi, respectively, 
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to make bank loans in the following maximum aggregate 
amounts: 


Number of Aggregate 


Company Local Banks Amount of Commitments 
Alabama 118 $62,680,000 
Gulf 16 20,580,500 
Mississippi 60 23,577,500 


Additional bank borrowings by Alabama, Gulf or Mis- 
sissippi mzy be made from banks located outside the state 
in which each company operates. Ten of the local banks 
which have made commitments to Alabama have made 
such commitments, totaling $9,375,000, alternatively avail- 
able to Southern Company. Southern Company has also 
received commitments from the following banks in the 
maximum amounts stated: 


Maximum Aggregate Principal 
Bank Amount 





First National Bank of Atlanta $17,500,000 
Atlanta, Georgia 

Citizens & Southern National 10,000,000 
Bank, Atlanta, Georgia 

Barclay’s Bank International 16,000,000 
Ltd., New York, New York 

First National Bank & Trust Co. 3,000,000 
of Oklahoma City, 
Oklahoma City, Oklahoma $46,500,000 


Southern (HCAR No. 18924), Alabama (HCAR No. 18923) 
and Gulf and Mississippi (HCAR No. 18901) have authority 
to effect short-term borrowings on or before March 31, 
1976 in excess of the amounts allowed by the first sentence 
of Section 6(b) of the Act. It is estimated that as of March 31, 
1976 Alabama and Gulf will have, respectively, $49,599,000 
and $14,700,000 of short-term notes outstanding 
and Southern and Mississippi will have no short-term notes 
outstanding. Thus, as of March 31, 1976, the outstanding 
short-term debt of each company will be within the limits 
permitted by Section 6(b). 


Alabama, Gulf and Mississippi propose that from and after 
the effective date of the Commission's order in this matter to 
March 31, 1977, the exemption be increased to permit the 
issuance and sale of the notes to banks and commercial 
Paper notes up to the maximum aggregate principal 
amounts listed above. Southern proposes, unless otherwise 
authorized by the Commission, that from and after the effec- 
tive date of the Commission's order in this matter to the 
earlier of (1) March 31, 1977 or (2) the closing date of the 
proposed sale of interim notes File No. 70-5797) or the sale 
of common stock (File No. 70-5796), whichever last occurs, 
Southern be permitted to issue and sell such short-term 
notes up to the maximum aggregate principal amount listed 
above. 


The bank borrowings will be evidenced by notes to be dated 
the date of the borrowing and to mature not more than one 
year after the date of issue (but in no event later than June 
30, 1977) in the case of Southern and not more than nine 
months after the date of issue in the cases of Alabama, Gulf 
and Mississippi. Each note evidencing bank borrowing will 
bear interest at an effective rate per annum in effect at the 
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lending bank customary for companies similar to the 
applicants and will be prepayable, in whole or in part, 
without penalty or premium. Alabama, Gulf and Mississippi 
each maintain with the local banks from which borrowings 
will be made average daily operating balances adequate to 
meet the requirements of such banks in respect of their ser- 
vices to such companies. If such balances were to be main- 
tained by Alabama, Gulf, Mississippi or Southern solely for 
the purpose of satisfying such a compensating balance re- 
quirement at the currently prevailing rate of 20%, the effec- 
tive interest cost of the related borrowings, based on the 
currently prevailing prime rate of 6.75%, would be 8.44% per 
annum. 


Although final agreement has not yet been reached, 
Alabama proposes to enter into arrangements with a group 
of nonlocal banks to provide for a line of credit in the amount 
of $350,000,000. Borrowings under such arrangements 
would bear interest at a fiuctuating rate per annum equal to 
110% of the higher of (a) the prime rate in effect from time 
to time, or (b) %2 of 1% above the latest three-week moving 
average interest rate payable on 90 to 119 day dealer- 
placed commercial paper. It is further proposed that the 
banks will charge a commitment fee, based on the unused 
portion of the commitment, at the rate of 2 of 1% per an- 
num and an additional fee, based on the unused commit- 
ment and outstanding borrowings, at the rate of 10% of the 
annual interest rate in effect from time to time on outstand- 
ing borrowings. Giving effect to these fees, assuming full 
utilization of the commitment and based on the currently 
prevailing prime rate of 6.75% per annum and a three-week 
moving average commercial paper rate of 5.66% for the ter- 
minal week of February 25, 1976, the effective interest rate 
on borrowings will be 8.10% per annum. During any period 
during which the rating on Alabama's first mortgage bonds 
is lowered or suspended by either of the two major rating 
agencies, the interest rate on outstanding borrowings will be 
increased by the addition of %% per annum to the rate 
otherwise in effect during such period. 


The banks proposing to provide this line of credit to Alabama 
are Citibank, N.A., The Chase Manhattan Bank (National 
Association), Chemical Bank, Bankers Trust Company, 
Morgan Guaranty Trust Company of New York, Continental 
Illinois National Bank and Trust Company of Chicago, Irving 
Trust Company, Manufacturers Hanover Trust Company and 
The Bank of Nova Scotia. 


Southern, Alabama, Gulf and Mississippi also propose from 
time to time through March 31, 1977, to issue and sell com- 
mercial paper in the form of short-term promissory notes to 
dealers in commercial paper. The commercial paper notes 
will have varying maturities of not more than 270 days after 
the date of issue and will be sold in varying denominations 
of not less than $50,000 and not more than $5,000,000 
and will not by their terms be prepayable prior to maturity. 
The commercial paper will be sold directly to or through the 
dealers at a discount which will not be in excess of the dis- 
count rate per annum prevailing at the date of issuance for 
commercial paper of comparable qualities and like 
maturities. No commercial paper note will be issued having 
a maturity of more than 90 days at an effective interest cost 
which exceeds the effective interest cost at which the 
issuers could borrow from banks. 


Except for a commission not to exceed 1/8 of 1% per annum 
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payable to the dealer in respect of commercial paper sold 
through the dealer as agent for the issuer, no commission or 
fee will be payable in connection with the issuance and sale of 
commercial paper. The dealer, as principal, will reoffer the 
commercial paper at a discount rate of 1/8 of 1% per annum 
less than the prevailing interest rate to the issuer. The com- 
mercial paper of the issuer will be reoffered to not more than 
200 customers of the dealer identified and designated in a 
non-public list prepared in advance by the dealer. No addition 
will be tiade to such list of customers without the approval 
of the Commission. The names of the dealers are: The First 
Boston Corporation for Southern; Lehman Brothers 
Commercial Paper, Inc. for Alabama; and A. G. Becker & Co. 
Incorporated for Gulf and Mississippi. 


Southern, Alabama, Gulf and Mississippi further propose 
that each may from time to time borrow from the trust 
departments of commercial banks in lieu of borrowings or 
sales of commercial paper. Trust department borrowings will 
be made in each case pursuant to a master note agreement 
with the lending trust department and will bear interest at a 
rate or rates per annum equivalent to the rate currently 
charged by such trust department to other borrowers for 
similar borrowings, provided that such interest rate shall not 
exceed the discount rate currently quoted from time to time 
on directly placed commercial paper of 90 to 180 day 
maturities issued by one or more financial credit companies 
as specified in the applicable master note agreement. No 
master note shall remain due later than 12 months in the 
case of Southern or 9 months in the case of Alabama, Gulf 
and Mississippi from the date of issuance thereof. Each trust 
department will have the right to demand payment of all or 
any part of the outstanding principal on any master note, 
and such principal will be prepayable at any time without 
penalty. Each master note agreement will be terminable by 
either party upon 30 days’ notice. 


Although no arrangements have yet been finalized as to 
borrowings from trust departments, Southern and Alabama 
propose to borrow from the following trust departments: 


Maximum Aggregate 


Company Bank Trust Department Principal Amount 
Alabama _ First Alabama Bank of $ 5,000,000 
Montgomery, N.A. 
Montgomery, Alabama 
Southern — First National Bank of $10,000,000 


Atlanta 
Atlanta, Georgia 


Southern will use proceeds of the bank notes and commer- 
cial paper notes together with treasury funds and proceeds 
from the planned sales of interim notes and common stock, 
to make capital contributions to Alabama, Georgia Power 
Company (‘Georgia’), Gulf and Mississippi, to make loans to 
Southern Services, Inc., and to pay such notes when due. 
Southern proposes to make capital contributions as follows: 
$150,000,000 to Alabama; $50,900,000 to Georgia; $14,- 
000,000 to Gulf; and $10,000,000 to Mississippi. Of such 
amounts, $52,650,000 ($50,900,000 to Georgia and $1,- 
750,000 to Gulf) have been authorized by the Commission 
(HCAR No. 18924, April 9, 1975). Southern also proposes 
to increase the amount of such capital contributions by up to 
$20,000,000 should the proceeds from its proposed sale of 


common stock exceed $150,000,000 ratably as follows: up 
to $15,000,000 to Alabama, up to $3,000,000 to Gulf and 
up to $2,000,000 to Mississippi. Southern’s bank notes and 
commercial paper notes are expected to be retired from the 
proceeds of any sale of Southern’s common stock or from 
internal cash resources. 


Alabama, Gulf and Mississippi will use the proceeds from 
the sales of bank notes and commercial paper to reimburse 
their treasuries for part of the expenditures for their con- 
struction programs and to pay at maturity outstanding bank 
notes and commercial paper notes incurred for such pur- 
pose. The bank notes and commercial paper will be retired 
from internal cash resources or from the net proceeds of any 
long-term. financing. 


The applicants-delcarants request exception from the com- 
petitive bidding requirements of Rule 50 in connection with 
the sale of commercial paper notes pursuant to clause 
(a)(5)(B) thereof. It is stated, in this connection, that (a) all 
commercial paper which they propose to issue and sell will 
have a maturity not in excess of 270 days, {b) current rates 
for commercial paper for prime borrowers, such as 
applicants-declarants, are published daily in_ financial 
publications, and (c) it is not practical to invite invitations for 
bids for commercial paper. 


The Alabama Public Service Commission has authorized the 
issuance of notes to banks and the issuance of commercial 
paper by Alabama. The Florida Public Service Commission 
has authorized the issuance of notes to banks and the 
issuance of commercial paper by Gulf. No other State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19381), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT {S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act, ex- 
cept that the time for filing the certification thereunder with 
respect to the proposed transactions is extended so as to 
allow filing on a quarterly basis. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19423/March 10, 1976 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


(70-5818) 


NOTICE OF PROPOSAL TO AMEND ARTICLES OF 
INCORPORATION AND SOLICIT PROXIES IN 
CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Arkansas Power & Light 
Company (‘Arkansas’), an electric utility subsidiary of Mid- 
dle South Utilities, Inc., a registered holding company, has 
filed a declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(a), 7, and 12(e) of the Act and Rule 
62 promulgated thereunder as applicable to the following 
proposed transactions. All interested parties are referred to 
said declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


Under Arkansas’ Agreement of Consolidation or Merger 
(“Charter”), as amended, pursuant to which the company is 
constituted, Arkansas is authorized to have outstanding 2,- 
500,000 shares of preferred stock of the par value of $100 
per share. Of said authorized shares, 1,613,500 are present- 
ly outstanding. Arkansas proposes to amend its Charter so 
as to authorize a new class of preferred stock, consisting of 
10,000,000 shares having a par value of $25 per share, and 
to increase the number of authorized shares of the existing 
$100 Preferred Stock from 2,500,000 to 4.000,000 shares. 


Arkansas believes that its ability to sell preferred stock at 
favorable terms will be strengthened by the creation of the 
new class of preferred stock, thus permitting the company to 
issue and sell either preferred stock having a par value of 
$25 per share or a par value of $100 per share depending 
on market conditions which exist at the time of issue. Arkan- 
sas also believes that the proposed increase in authorized 
$100 Preferred Stock, together with the proposed $25 
Preferred Stock, will enable it to meet its needs for ad- 
ditional authorized preferred shares for the foreseeable 
future and, among other things, afford added flexibility in the 
marketing of preferred shares from time to time when the 
company’s earnings and capital requirements and prevailing 
market conditions indicate the desirability of providing ad- 
ditional capital funds through this type of financing. 


The $100 Preferred Stock and the $25 Preferred Stock 
would be of equal rank and, except as to matters relating to 
par value, certain voting rights as described below, and 
variations between the respective series thereof, would con- 
fer equal rights upon the holders thereof. The voting rights of 
the $25 Preferred Stock would be one-quarter vote per 
share and the voting rights of the $100 Preferred Stock 
would be one vote per share except in those instances 
where the laws of the State of Arkansas or other provisions 
of the company’s Charter specifically give a different vote to 
either class. The Board of Directors would be authorized to 
divide the authorized but unissued shares of the company’s 
$25 Preferred Stock into series and to fix and determine the 
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characteristics, as to which there may be variations between 
different series, in the same manner as it is currently 
authorized to do with respect to the $100 Preferred Stock. 


A special meeting of Arkansas’ stockholders is to be held on 
June 17, 1976, for the purpose of voting on the proposed 
Charter amendments. Arkansas proposes to solicit proxies 
for use at said meeting. 


The fees and expenses to be incurred in connection with the 
proposed transactions are estimated at $35,000, including 
legal fees of $10,000 and proxy solicitation expenses of $5,- 
OOO. It is stated that the Arkansas Public Service Commis- 
sion has jurisdiction over Arkansas’ proposals and that no 
other State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 7, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail upon the 
declarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from its rules under 
the Act as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19424/March 11, 1976 


In the Matter of 

INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 

Fort Wayne, Indiana 46801 

(70-5821) 


NOTICE OF PROPOSED ACQUISITION OF COAL CARS BY 
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NOTICE IS HEREBY GIVEN that Indiana & Michigan Electric 
Company ("I&M”"), an electric utility subsidiary company of 
American Electric Power Company, Inc., a registered holding 
company, has filed an application-declaration with this Com- 
mission pursuant to applicable provisions of the Public Utili- 
ty Holding Company Act of 1935 (‘‘Act’’) regarding the ac- 
quisition by lease of coal cars. |1&M requests approval of 
these transactions unless advised by the Commission that 
approval thereof under the Act is not required. All interested 
persons are referred to the application-declaration, which is 
summarized below, for a complete statement of the pro- 
posed transaction. 


1&M states that it has entered into an agreement with 
Greenville Steel Car Corporation (’’Greenville’) for the 
manufacture of 600 triple hopper cars (‘cars’) and the 
delivery of same to |1&M for a purchase price of approximate- 
ly $30,000 per car, aggregating approximately $18,000.- 
000. 1&M has also entered into negotiations with First 
Security Bank of Utah, N.A. (‘lessor’) pursuant to which it is 
proposed that the lessor purchase the cars (releasing |&M's 
obligation to Greenville to that extent) and that the lessor 
then lease such cars to |&M. The lessor will be acting as 
trustee for five beneficiaries (‘beneficiaries’) and !&M 
proposes to enter into two separate leases with the lessor in 
respect of the beneficiaries’ interests in the cars. 


Each of the leases is a net lease pursuant to which |&M will 
pay the lessor all rents and other amounts payable 
thereunder unless such obligation to pay is extinguished or 
terminated pursuant to the respective lease terms. |&M will 
pay the lessor under each of the leases an initial interim in- 
stallment of rent on July 15, 1976, computed on a daily rate 
equal to .028472% of the purchase price of each car, using 
30-day months, and thereafter pay in 30 semi-annual rental 
payments an amount equal to 5.26650% of such purchase 
price (approximately $1,579.95 per car per payment), com- 
mencing with a payment on January 15, 1977. 


Terms of each lease also provide, among other things, that 
1&M may sublease the cars and that 1&M has an option to 
purchase the cars from the lessor at a fair market sales value 
at the end of the lease term (including extensions thereof). It 
is also provided in the leases that in the event the 
beneficiaries are not allowed certain federal tax treatment of 
the proposed transactions, the rentals to be paid by !&M will 
be adjusted upward to assure that the beneficiaries’ net 
return on the transaction would be the same as if the tax 
treatment had been allowed. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be incurred in 
connection with the proposed transaction are estimated at 
$20,000, including legal fees of $17,500. 


NOTICE !S FURTHER GIVEN that any interested person 
may, not later than April 5, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application-delcaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail 


if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant-delcarant at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
application-declaration, as filed or as it may be amended, 
may be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19425/March 11, 1976 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 1106 
Shreveport, Louisiana 71156 


(70-5820) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Southwestern Electric 
Power Company (“SWEPCO”), an electric utility subsidiary 
of Central and South West Corporation, a registered holding 
company, has filed an application-declaration with this Com- 
mission pursuant to the Public Utility Holding Company Act 
of 1935 ("Act’’), designating Sections 6(a) and 7 of the Act 
and Rule 50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are referred to 
the declaration, which is summarized below, for a complete 
statement of the proposed transaction. 


SWEPCO proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
$45,000,000 principal amount of First Mortgage Bonds, 
Series N, to be dated May 1, 1976 (the bonds”), and to 
mature in 2006. The interest rate and the redemption prices 
of the bonds, and the price to be paid to SWEPCO for tne 
bonds (which will not be less than 99% nor more than 
102.75% of the principal amount thereof) will be determined 
by competitive bidding. The bonds will be issued under and 
secured by SWEPCO’'s Indenture of Mortgage or Deed of 
Trust, dated February 1, 1940, to the Continental Illinois 
National Bank and Trust Company of Chicago and Ray F. 
Myers, as Trustees, as amended by the indentures 
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supplemental thereto heretofore executed (the ‘Indenture”’), 
and to be further amended by a proposed Supplemental 
Indenture, to be dated May 1, 1976. 


The Supplemental Indenture contains a prohibition until May 
1, 1981, against refunding the issue with funds borrowed by 
SWEPCO at a lower effective interest cost, except as per- 
mitted under certain debt retirement provisions in the Inden- 
ture. If prior to the publication of invitation for bids, the Com- 
mission amends its first mortgage bond redemption policies, 
SWEPCO proposes to extend refunding protection to a term 
not to exceed the period permitted by such amendment, as 
SWEPCO deems desirable. 


The proceeds to be derived by SWEPCO from the sale of the 
bonds (exclusive of accrued interest and after deducting ex- 
penses of issue) will be used to finance future construction 
and fuel exploration expenditures and to repay short-term 
notes incurred or expected to be incurred by SWEPCO in 
connection with the interim financing of its construction ex- 
penditures, including approximately $30,000,000 of short- 
term borrowings which are expected to be outstanding as of 
the date of issuance of the bonds. The proposed construc- 
tion and development expenditures of SWEPCO for the 
calendar years 1976-1977 are presently estimated at 
$115,866,000 and $92,225,000, respectively. These 
figures do not include approximately $13,000,000 for the 
acquisition or railroad cars and a rail car maintenance facility 
subject of a separate filing with the Commission. 


The fees and expenses (other than underwriting com- 
missions or discounts) to be paid by SWEPCO in connection 
with the issue and sale of the bonds are estimated at $145,- 
000, including approximately $24,500 in legal fees, $6,000 
in accountants’ fees and $65,000 in printing expenses. The 
fees and expenses of legal counsel for the successful 
bidders, to be paid by the successful bidders, are estimated 
not to exceed $15,600. It is stated that Arkansas Public Ser- 
vice Commission and the Corporation Commission of 
Oklahoma have jurisdiction over the proposed transaction 
and that no other state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 8, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application-declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant-declarant at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
application-declaration, as filed or as it may be amended, 
may be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
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whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 429/March 8, 1976 


The Securities and Exchange Commission has issued a 
notice giving interested persons until March 30, 1975, to 
request a hearing on an application by Allied Products Cor- 
poration (‘Allied’) pursuant to Section 310(b)(1)(ii) of the 
Trust Indenture Act of 1939 declaring that the trusteeship of 
Continental Illinois National Bank and Trust Company of 
Chicago (‘Continental’) under an indenture with Allied and 
three indentures with the respective municipalities of (1) 
Olive Branch, Mississippi, (2) Prattville, Alabama, and (3) 
Fort Dodge, lowa, is not so likely to involve a material con- 
flict of interest as to make it necessary to disqualify Con- 
tinental from acting as trustee. 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9189/March 5, 1976 


In the Matter of 


THE ACCUMULATION FUND, INCORPORATED 
245 Park Avenue 
New York,- New York 10017 


(811-2246) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On February 6, 1976, a notice was issued (Investment Com- 
pany Act Release No. 9147) of an application filed on 
January 19, 1976 and an amendment thereto on January 
27, 1976, by The Accumulation Fund, Inc. (“Applicant’’), 
registered under the Investment Company Act of 1940 
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(“Act”) as an open-end, diversified management investment 
company, for an order of the Commission pursuant to Sec- 
tion 8(f) of the Act declaring that Applicant has ceased to be 
an investment company as defined in the Act. The Notice 
gave interested persons an opportunity to request a hearing 
and stated that an order disposing of the application would 
be issued as of course unless a hearing should be ordered. 
No request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter has been considered and it is found that Appli- 
cant has ceased to be an investment company. Accordingly. 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, that the 
registration of The Accumulation Fund, Inc., under the Act 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9190/March 8, 1976 


In the Matter of 


INSTITUTIONAL LIQUID ASSETS, INC. 
126 South State Street 
Chicago, Illinois 60603 


(812-3892) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) 
FOR EXEMPTION FROM THE PROVISIONS OF RULE 19b- 
ts 


NOTICE IS HEREBY GIVEN that Institutional Liquid Assets, 
Inc. (“Applicant”), a no-load, open-end management com- 
pany registered under the Act, filed an application on 
December 23, 1975 pursuant to Section 6(c) of the Act for 
exemption from the provisions of Rule 19b-1 under the Act 
limiting the distribution of long-term capital gains to not 
more than once annually. All interested persons are referred 
to the application on file with the Commission for a state- 
ment of the representations therein, which are set forth 
below. 


Applicant is a Maryland corporation which registered under 
the Act in October of 1975. It is designed as a vehicle 
through which institutions can invest short-term cash 
reserves in a portfolio of money market instruments con- 
sisting exclusively of marketable securities issued or 
guaranteed as to principal and interest by the United States 
Government or issued or guaranteed by agencies or in- 
strumentalities thereof, certificates of deposit and bankers’ 
acceptances of the 15 largest banks in the United States 
(after excluding the First National Bank of Chicago), and 
high quality commercial paper, including variable amount 


master demand notes. The average maturity of the portfolio 
could be less than one month or as long as three months 
depending upon market trends and conditions. In no event 
will the portfolio contain any securities maturing more than 
one year from the date of acquisition. Applicant's general in- 
vestment objective is the maximization of current income to 
the extent consistent with the preservation of capital and the 
maintenance of liquidity. 


Although the Applicant is particularly designed for banks 
seeking investment of short-term monies held in accounts 
for which the bank acts in a fiduciary, advisory, agency, 
custodian or other similar capacity, the Applicant might also 
be used for the investment of short-term funds held or 
managed by corporations, employee benefit and pension 
plans, insurance companies, investment counsellors, 
educational religious and charitable organizations, 
municipalities, investment bankers, brokers, and other in- 
stitutions. Applicant’s shares may not be purchased directly 
by individuals. Shares of Applicant will be sold and may be 
redeemed by shareholders on any business day at the net 
asset value per share. Net asset value will be determined 
once each day immediately after the declaration of dividends 
comprising the previous period’s net income. Net income is 
defined to consist of (1) interest earned or accrued on port- 
folio securities, (2) plus or minus realized and unrealized 
gains and losses on portfolio securities, (3) minus estimated 
expenses relating to the dividend period. Dividends are 
declared and reinvested daily in additional full and fractional 
shares of the Applicant at net asset value without a sales 
charge, or, at the shareholder's option, paid in cash on a 
monthly or quarterly basis. This practice of declaring and 
reinvesting net income in the form of dividends enables the 
Applicant to maintain a fixed net asset value per share of 
$1.00, with all adjustments being made in the shareholder's 
account. 


The minimum initial investment in Applicant is $25,000. No 
minimum amount is required for subsequent investments. 
All funds will be invested in full and fractional shares. Shares 
must be paid for in Federal Funds. Stock certificates will not 
be issued unless requested in writing by a shareholder. 


Rule 19b-1, as here pertinent, prohibits distributions of long- 
term capital gains dividends more frequently than once a 
year. Applicant represents that it expects that the dollar 
weighted average maturity of its portfolio generally will 
range between 30 and 90 days. Thus, the Applicant will, 
generally, not realize any long-term capital gains. Since 
dividends will be declared daily and immediately reinvested 
in additional full and fractional shares of Applicant at net 
asset value, the withholding of any such gains will reduce 
the amount available for reinvestment and increase the price 
to be paid upon reinvestment because of the resulting in- 
crease in net asset value. Accordingly, the Applicant desires 
to distributes any such gains as part of its daily dividend so 
that the benefits thereof will accrue to shareholders at the 
time of realization. 


The application alleges that the principal purposes of Rule 
19b-1 are to avoid confusion of the shareholder as to what 
constitutes regular dividends from interest income, as op- 
posed to capital gains, and to relieve investment company 
managers from pressure to realize such gains. Applicant 
states that such dangers are irrelevant to its operations in 
light of: (a) the sophistication of its shareholders; (b) the fact 
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that it is anticipated that the average maturity of its portfolio 
could be less than one month or as long as three months, 
depending upon market trends and conditions, but in no 
event will the portfolio contain any securities maturing more 
than one year from the date of acquisition; and (c) the inten- 
tion of Applicant to advise shareholders as to what portion 
of any distribution comprises capital gains. 


Section 6(c) authorizes the Commission to exempt any per- 
son, security, or transaction, or any class or classes of per- 
sons, securities, or transactions from the provisions of the 
Act and rules promulgated thereunder if and to the extent 
that such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 2, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on this 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Applicants at the addresse stated above. 
Proof of such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contemporaneously with 
the request. As provided in Rule O-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9191/March 8, 1976 


In the Matter of 


MASSACHUSETTS CASH MANAGEMENT TRUST 
200 Berkeley Street 

Boston, Massachusetts 02116 

(812-3880) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) 
FOR EXEMPTION FROM THE PROVISIONS OF SECTION 
19(b) OF THE ACT AND RULE 19b-1 THEREUNDER 
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NOTICE IS HEREBY GIVEN that Massachusetts Cash 
Management Trust (‘Applicant’), a Massachusetts business 
trust registered under the Investment Company Act of 1940 
(“Act’’) as an open-end, diversified management company, 
has filed on November 28, 1975, an application pursuant to 
Section 6(c) of the Act for an exemption from provisions of 
Section 19(b) of the Act and Rule 19b-1 thereunder. All in- 
terested persons are referred to the application on file with 
the Commission for a statement of the representations con- 
tained therein which are summarized below. 


Applicant states that its objective is to seek as high a level of 
current income as is consistent with the preservation of 
capital and liquidity, which it seeks to achieve by investing 
exclusively in the following money market instruments: (i) 
debt obligations issued or guaranteed as to interest and prin- 
cipal by the United States Government or any agency or in- 
strumentality thereof; (ii) certain obligations of banks; (iii) 
certain commercial paper; and (iv) certain short term cor- 
porate obligations. 


Applicant further states that it is designed to operate with a 
constant net asset value for each share. Applicant 
represents that its Net Income is determined daily as of the 
close of business of the New York Stock Exchange on each 
business day during which said exchange is open, and that 
all its Net Income is declared in shares as a dividend to 
shareholders of record at the time of such determination. It 
further represents that its dividends are distributed as of the 
close of business on the last business day of each calendar 
month in the form of additional shares, or, at the election of 
the shareholder, in cash, at the rate of one share for each 
one dollar of dividend income; except that, if a shareholder 
withdraws the entire amount in his account at any time dur- 
ing the month, all dividends declared during the month 
through the date of withdrawal will be paid to him at the 
same time as the proceeds from the redemption of his 
shares. 


Applicant states that for purposes of computing dividends, 
Net Income will be sum of (i) all interest income accrued on 
portfolio assets including discount earned, which is accrued 
ratably to the date of maturity; (ii) less all actual and accrued 
liabilities determined in accordance with generally accepted 
accounting principles; and (iii) plus or minus all net realized 
and net unrealized gains and losses on portfolio assets. 
Applicant further states that its securities are valued at 
amortized cost which the trustees have determined to con- 
stitute fair value and that expenses, including the investment 
advisory fee, are accrued each day. 


Section 19(b) of the Act states that it shall be unlawful in 
contravention of such rules, regulations, or orders as the 
Commission may prescribe as necessary or appropriate in 
the public interest or for the protection of investors for any 
registered investment company to distribute long-term 
capital gains, as defined in the Internal Revenue Code of 
1954 (‘Code’), more often than once every twelve months. 


Rule 19b-1 states in part that no regulated investment com- 
pany shall distribute more than one capital gain dividend, as 
defined in Section 852(b)(3)(C) of the Code, with respect to 
any one taxable year of the company. 


Section 6(c) authorizes the Commission to exempt any per- 
son, security, or transaction, or any class or classes of per- 
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sons, securities, or transactions, from the provisions of the 
Act and rules promulgated thereunder if and to the extent 
that such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 2, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
application of any of the Applicants accompanied by a state- 
ment as to the nature of his interest, the reason for such re- 
quest, and the issues of fact or law proposed to be con- 
troverted, or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the Applicant with respect to 
whose application the request is being made, at the respec- 
tive address stated above. Proof of such service (by affidavit 
or in case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule O- 
5 of the Rules and Regulations promulgated under the Act, 
an order disposing of the matter will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive notice of further 
developments in this matter, including the date of hearing (if 
ordered) and any postponements thereof. 


By the Division of Investment Management Regulation, pur- 
suant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9192/March 8, 1976 


In the Matter of 


CONTINENTAL BANKERS LIFE 
COMPANY OF THE SOUTH 


INSURANCE 


PEOPLES INVESTMENT ANNUITY SEPARATE 
ACCOUNT A 


and 


PEOPLES INVESTMENT ANNUITY SEPARATE 
ACCOUNT B 

c/o A. H. Chamberlin 

Upper Plaza 

Ten Main Center 

Kansas City, Missouri 64105 


(811-1535) 
(811-1536) 


NOTICE OF APPLICATION PURSUANT TO SECTION 8(f) 
OF THE ACT FOR AN ORDER DECLARING THAT 
SEPARATE ACCOUNT A AND SEPARATE ACCOUNT B 
HAVE CEASED TO BE INVESTMENT COMPANIES. 


NOTICE IS HEREBY GIVEN that Continental Bankers Life 
Insurance Company of the South (“CBL’), A Tennessee 
stock life insurance company, and Peoples Investment An- 
nuity Separate Account A (“Separate Account A”) and 
Peopies Investment Annuity Separate Account B (‘Separate 
Account B”), separate accounts of CBL registered as diver- 
sified open-end management companies under the Invest- 
ment Company Act of 1940 (‘Act’), filed an application on 
August 21, 1975, and amendments thereto on October 8, 
1975, January 2, 1976, and February 27, 1976, pursuant to 
Section 8(f) of the Act for an order of the Commission 
declaring that Separate Account A and Separate Account B 
have ceased to be investment companies as defined in the 
Act. All interested persons are referred to the application on 
file with the Commission for a statement of the represen- 
tations contained therein which are summarized below. 


Applicants state that Separate Account A has never sold 
variable annuity contracts and has no assets. Separate Ac- 
count B offered variable annuity contracts until November 
30, 1970, when all sales activities ceased. At the present 
time, CBL is the only participant in this Account. As of 
September 30, 1975, the net asset value of Separate Ac- 
count B was $74,231.45. CBL does not intend to sell 
variable annuity contracts and has stated its intention to 
withdraw its participation in Separate Account B, thus 
removing all assets. 


Section 3(c)(1) of the Act excepts from the definition of 
“investment company” any issuer whose outstanding 
securities are beneficially owned by not more than 100 per- 
sons and which is not making and does not presently 
propose to make a public offering of its securities. 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission, upon application, finds that a registered in- 
vestment company has ceased to be an investment com- 
pany, it shall so declare by order, and upon the taking effect 
of such order the registration of such company shall cease to 
be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 5, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission should a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon Applicant at 
the address stated above. Proof of service (by affidavit or in 
the case of an attorney at law by certificate) shall be filed 
contemporaneously with the request. As provided by Rule O- 
5 of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following April 5, 1976, unless the Commission 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as to 
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whether a hearing is ordered, will receive any notices and 
orders issued in this matter including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9193/March 8, 1976 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE 
COMPANY 


INSURANCE 


and 


MASSMUTUAL INCOME INVESTORS, INC. 
1295 State Street 
Springfield, Massachusetts 01111 


(812-3909) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND RULE 
17d-1 THEREUNDER AND PURSUANT TO SECTION 17(b) 
OF THE ACT. 


NOTICE IS HEREBY GIVEN that Massachusetts Mutual Life 
Insurance Company (the “Insurance Company”) and 
MassMutual Income Investors, Inc. (the ‘“Fund”), a diver- 
sified, closed-end management investment company 
registered under the Investment Company Act of 1940 
(“Act’’) (hereinafter collectively referred to as “ Applicants”), 
filed an application on February 9, 1976, pursuant to Sec- 
tion 17(d) of the Act and Rule 17d-1 thereunder for an order 
of the Commission permitting Applicants to participate joint- 
ly in a direct placement purchase of a new issue of 9%4% 15- 
year senior notes (‘Notes’) of McCormick & Co. (“McCor- 
mick’’), or, in the event the Insurance Company purchases 
the Notes before the issuance of such order, for an order 
pursuant to Section 17(b) of the Act exempting from the 
provisions of Section 17(a) of the Act the sale by the In- 
surance Company of $2,500,000 principal amount of the 
Notes to the Fund. All interested persons are referred to the 
application on file with the Commission for a statement of 
the representations contained therein, which are sum- 
marized below. 


Applicants expect the total issue of the Notes to be $15.- 
000,000 in principal amount and the Insurance Company 
has been offered such entire principal amount. The In- 
surance Company understands that McCormick is willing to 
sell a portion of the Notes to the Fund and, as adviser for the 
Fund, the Insurance Company believes that the Notes would 
be an attractive investment for the Fund. Applicants would 
like to invest concurrently in these securities. If the Fund is 
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permitted to purchase the Notes, the Insurance Company in- 
tends to acquire $12,500,000 in principal amount of the 
Notes, and the Fund would acquire $2,500,000 in principal 
amount of the Notes. The purchase by the Fund of $2,500.- 
000 in principal amount of the Notes has been approved by 
the Executive Committee of the Board of Directors of the 
Fund, including a majority of the “disinterested” directors of 
the Fund. 


Section 2(a)(3) of the Act includes within the definition of 
the term ‘affiliated persons” of an investment company the 
investment adviser to the investment company. Therefore, 
as the investment adviser to the Fund, the Insurance Com- 
pany is an affiliated person of the Fund. 


Rule 17d-1 adopted by the Commission under Section 17(d) 
of the Act provides that ‘‘no affiliated person of... any 
registered investment company ... acting as principal, shall 
participate in, or effect any transaction in connection with, 
any joint enterprise or other joint arrangement or profit shar- 
ing plan in which such registered company ...is a partici- 
pant, and which is entered into, adopted or modified subse- 
quent to the effective date of this Rule, unless an application 
regarding such joint enterprise, arrangement or profit shar- 
ing plan has been filed with the Commission and has been 
granted by an order entered... prior to such adoption or 
modification.” It also provides that in passing upon such 
application the Commission will consider whether the par- 
ticipation of such registered or controlled company in such 
joint enterprise, joint arrangement or profit sharing plan on 
the basis proposed is consistent with the provisions, policies 
and purposes of the Act and the extent to which participa- 
tion is on a basis different from or less advantageous than, 
that of other participants. Accordingly, Applicants have 
applied for an order of the Commission pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder permitting the 
acquisition by the Insurance Company of $12,500,000 in 
principal amount of the Notes and the acquisition by the 
Fund of $2,500,000 in principal amount of the Notes. 


The Insurance Company already holds $3,300,000 principal 
amount of 5%% Notes due June 1, 1976, (‘Outstanding 
Notes’) issued by McCormick. Part of the proceeds from the 
sale of the Notes will be used to call the Outstanding Notes 
and, accordingly, will be paid to the Insurance Company. The 
Insurance Company represents that in proposing the Notes 
for acquisition by the Fund, it is not motivated by any need 
or desire to ‘bail out’ its present investment in McCormick. 
The Insurance Company further represents that its interest in 
the Outstanding Notes has had no effect on its decision that 
the Notes are an attractive investment for both the In- 
surance Company's general account and for the Fund. 


The Insurance Company asserts that an unequal division of 
the $15,000,000 in principal amount of the Notes to be 
acquired as between the Fund and the Insurance Company 
is appropriate in view of the investment policies of the Fund 
which restrict the Fund’s ability to invest in securities other 
than high grade interest bearing publicly marketed debt 
securities or cash equivalents. The Fund is permitted to in- 
vest no more than 25% of its total assets, which on 
December 5, 1975, was approximately $31,406,246, in 
securities other than those noted above and, furthermore, is 
permitted to invest no more than 10% of its total assets, ap- 
proximately $12,561,498 on December 5, 1975, in 
restricted securities of the type represented by the Notes. 
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For example, an investment by the Fund in one-half the prin- 
cipal amount of the Notes offered to the Insurance Com- 
pany, i.e., $7,500,000, would represent 24% of the amount 
which the Fund can invest in securities other than high grade 
interest bearing publicly marketed debt securities and, when 
considered in connection with previous investments by the 
Fund in $5,000,000 of restricted securities, would result in 
the Fund virtually exhausting the amount permitted to be in- 
vested in restricted securities. In addition, the Fund may not 
(with certain exceptions not applicable to the proposed 
purchase of the Notes) invest more than 5% of the value of 
its total assets in the securities of any one issuer. Thus, the 
maximum investment the Fund could make in the Notes at 
this time would be approximately $6,281,249. The In- 
surance Company deems it inadvisable for the Fund to 
invest more than $2,500,000 in this one restricted security. 
Applicants submit that to make available to the Fund the op- 
portunity to invest $2,500,000 in principal amount of the 
Notes is in the best interest of shareholders of the Fund. 


In the event the requested order is not issued before the 
issuance of the Notes, the Insurance Company proposes to 
acquire the entire $15,000,000 principal amount of the 
Notes, subject to the obligation to transfer $2,500,000 of 
such amount to the Fund at cost plus accrued interest 
should an order of the Commission permitting such transac- 
tion issue within three months of such acquisition. 
Applicants seek an exemption pursuant to Section 17(b) of 
the Act permitting the sale by the Insurance Company to the 
Fund of $2,500,000 principal amount of the Notes in the 
event the requested order pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder is not granted before the 
acquisition of the Notes by the Insurance Company. If no 
order of exemption is received, the $15,000,000 principal 
amount of the Notes will be retained for investment by the 
Insurance Company. 


Section 17(a) of the Act, in pertinent part, provides that it is 
unlawful for any affiliated person of a registered investment 
company knowingly to sell or purchase from such registered 
investment company any security or other property except 
securities of which the investment company is the issuer. 
Pursuant to Section 17(b) of the Act, the Commission, upon 
application, may grant an exemption from such prohibition 
after finding that the terms of the proposed transaction are 
fair and reasonable and do not involve overreaching on the 
part of any person concerned and that the proposed transac- 
tion is consistent with the policy of each registered invest- 
ment company concerned and the general purposes of the 
Act. 


Applicants state that the terms of the proposed transfer of 
the $2,500,000 in principal amount of the Notes from the 
Insurance Company to the Fund are reasonable and fair and 
free from overreaching. The consideration to be paid by the 
Fund for the Notes would equal the price paid by the In- 
surance Company for the Notes plus accrued interest. 
Applicants submit that the proposed transaction is consis- 
tent with the policy of the Fund as recited in its registration 
statement and that the proposed transaction is consistent 
with the general purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 2, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 


interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in the case of an attorney at 
law, by certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application will be issued as of course following April 
2, 1976, unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered, will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9194/March 9, 1976 


In the Matter of 


SCUDDER CASH INVESTMENT TRUST 
10 Post Office Square 
Boston, Massachusetts 02109 


(812-3898) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 10(b)(2) OF THE 
ACT 


Scudder Cash Investment Trust (“Applicant’’) filed an 
application on January 19, 1976, pursuant to Section 6(c) of 
the Investment Company Act of 1940 ("’Act’’) for an order of 
exemption from the provisions of Section 10(b)(2) of the 
Act. 


On February 5, 1976, a notice was issued of the filing of said 
application (Investment Company Act Release No. 9146). 
The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that it is ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act to grant the requested 
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exemption, subject to certain conditions to which Applicant 
agrees. 


IT {S ORDERED pursuant to Section 6(c) of the Act that 
Scudder Cash Investment Trust be and hereby is exempted 
from the requirements of Section 10(b)(2) of the Act, effec- 
tive forthwith, subject to the following conditions: 

1. At all times Scudder Cash Investment Trust and its in- 
vestment adviser will comply with the provisions of clauses 
(1) through (8) of Section 10(d) of the Act; 

2. The sole principal underwriter of Scudder Cash Invest- 
ment Trust will be a wholly-owned subsidiary of the invest- 
ment adviser of Scudder Cash Investment Trust; and 

3. At least one of the trustees of Scudder Cash Investment 
Trust will be a person who is not an affiliated person either 
of said investment adviser or of the principal underwriter. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 19340 
Release No. 9195/March 9, 1976 


In the Matter of 


COLONIAL VENTURES, INC. 
75 Federal Street 
Boston, Massachusetts 02110 


(811-1579) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


Colonial Growth Shares, Inc., an open-end management in- 
vestment company registered under the Investment Com- 
pany Act of 1940 (“Act”), filed an application on December 
29, 1975, pursuant to Section 8(f) of the Act on behalf of 
Colonial Ventures, Inc. (“Ventures”), an open-end manage- 
ment investment company registered under the Act on 
January 2, 1968, for an order of the Commission that Ven- 
tures’ registration as an investment company has ceased to 
be in effect. 


On January 30, 1976, the Commission issued a notice of fil- 
ing of said application (Investment Company Act Release 
No. 9140). The notice gave interested persons an opportuni- 
ty to request 2 hearing and stated that an order disposing of 
the application would be issued as of course unless a hear- 
ing should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter has been considered and it is found that Colonial 
Ventures, Inc., has ceased to be an investment company. 
Accordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the 
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Act that the registration of Colonial Ventures, Inc., shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9196/March 9, 1976 


In the Matter of 


COLONIAL EQUITIES, INC. 
75 Federal Street 
Boston, Mass., 02110 


(811-1418) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


Colonial Growth Shares, Inc., an open-end management in- 
vestment company registered under the Investment Com- 
pany Act of 1940 (‘Act’), filed an application on December 
29, 1975, pursuant to Section 8(f) of the Act on behalf of 
Colonial Equities, Inc. (“Equities”), an open-end manage- 
ment investment company registered under the Act on 
August 15, 1966, for an order of the Commission that 
Equities has ceased to be an investment company and that 
its registration as an investment company has ceased to be 
in effect. 


On January 30, 1976, the Commission issued a notice of fil- 
ing of said application (Investment Company Act Release 
No. 9141). The notice gave interested persons an opportuni- 
ty to request a hearing and stated that an order disposing of 
the application would be issued as of course unless a hear- 
ing should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter has been considered and it is found that Colonial 
Equities, Inc., has ceased to be an investment company. Ac- 
cordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Colonial Equities, Inc., shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940: 
Release No. 9197/March 10, 1976 


In the Matter of 


FINANCIERA BANCOMER, S.A. 
Venustiano Carranza No. 44 

Sixth Floor 

Mexico 1, D.F., Mexico 


(812-3891) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING COMPANY FROM ALL PROVISIONS OF THE 
ACT 


On January 30, 1976, a notice was issued (Investment 
Company Act Release No. 9142) of an application filed on 
December 22, 1975, by Financiera Bancomer, S.A. 
(“Applicant’’), pursuant to Section 6(c) of the Investment 
Company Act of 1940 ("Act’’) for an order exempting Appli- 
cant from all provisions of the Act. The notice gave in- 
terested persons an opportunity to request a hearing and 
stated that an order disposing of the application would be 
issued as of course unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission has 
not ordered a hearing. The matter has been considered and 
it is found that the granting of the application is appropriate 
in the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
Applicant be, and hereby is, exempted from all provisions of 
the Act and the Rules and Regulations thereunder, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9198/March 10, 1976 


In the Matter of 

THE HORNBLOWER EQUITY FUND, INC. 
c/o Eaton & Howard Stock Fund 

20 Federal Street 

Boston, Mass., 02110 

(811-1845) 


ORDER DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


The Hornblower Equity Fund, Inc. (‘Fund’), registered under 
the Investment Company Act of 1940 ("‘Act’’) as an open- 


end investment company, filed an application on November 
26, 1975, for an order pursuant to Section 8(f) of the Act 
declaring that the Fund has ceased to be an investment 
company. 


On February 3, 1976, a notice was issued of the filing of said 
application (Investment Company Act Release No. 9143). 
The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the Fund 
has ceased to be an investment company. Accordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act that the registration of The Hornblower Equity Fund, 
Inc., shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9199/March 10, 1976 


In the Matter of 


EDIE SPECIAL INSTITUTIONAL FUND, INC. 
530 Fifth Avenue 
New York, New York 10036 


(811-1824) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


Edie Special Institutional Fund (“Applicant’’), an open-end 
diversified management investment company registered un- 
der the Investment Company Act of 1940 (’‘Act”’), filed an 
application on November 5, 1975, pursuant to Section 8(f) 
of the Act for an order of the Commission declaring that 
Applicant has ceased to be an investment company as de- 
fined in the Act. 


On January 19, 1976, a notice (Investment Company Act 
Release No. 9128) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission:has not ordered a hearing. 


The matter has been considered, and it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 
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IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Edie Special Institutional Fund, 
Inc., shall cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9200/March 10, 1976 


In the Matter of 
FEDERAL LIFE INSURANCE COMPANY (MUTUAL) 
and 


FEDERAL LIFE VARIABLE ANNUITY ACCOUNT A 
6100 North Cicero Avenue 
Chicago, Illinois 60646 


(812-3810) 


NOTICE OF APPLICATION PURSUANT TO SECTION 11 OF 
THE ACT FOR APPROVAL OF OFFERS OF EXCHANGE 
AND PURSUANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER OF EXEMPTION FROM SECTIONS 26(a) AND 
27(c)(2). 


NOTICE IS HEREBY GIVEN that Federal Life Insurance 
Company (Mutual) (‘Federal Life’), a mutual life insurance 
company organized under the laws of Illinois, and Federal 
Life Variable Annuity Account A (“Account A”), a separate 
account of Federal Life registered as a unit investment trust 
under the Investment Company Act of 1940 (‘Act’), 
(hereinafter collectively called Applicants’) filed an applica- 
tion on May 12, 1975, and amendments thereto on 
December 29, 1975, and February 9, 1976, pursuant to 
Section 11 of the Act for approval of certain offers of ex- 
change and pursuant to Section 6(c) of the Act for an order 
of exemption from Sections 26(a) and 27(c)(2). All in- 
terested persons are referred to the application on file with 
the Commission for a statement of the representations 
therein which are summarized below. 


Account A was established by Federal Life in connection 
with the proposed sale of individual periodic premium 
deferred, individual single premium immediate, and group 
periodic premium deferred variable annuity contracts ("Con- 
tracts’) for use in connection with retirement plans which 
may or may not qualify for federal tax advantages. The Con- 
tracts have combined fixed and variable benefits. The owner 
makes payment to Federal Life, which deducts sales and ad- 
ministrative expenses. The balance of such payments ("Net 
Payments”) are allocated, at the owner's direction, to any 
one of two divisions of Account A and Federal Life’s General 
Account. There are six divisions of Account A each investing 
in the shares of one of the following diversified open-end in- 
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vestment companies registered under the Investment Com- 
pany Act: Wellington Fund, Inc., Windsor Fund, Inc., 
Qualified Dividend Portfolios, Inc., Wellesley Income Fund, 
Inc., W.L. Morgan Growth Fund, Inc. and Westminster Bond 
Fund, Inc. (‘Funds’). 


Net purchase payments that are to be accumulated on a 
variable basis, and funds allocated to provide variable 
benefits under the Contracts, are invested through Account 
A in shares of the designated mutual fund. The value of in- 
terests in Account A, before or after annuity benefits 
become payable, will vary to reflect investment perfor- 
mances of the designated mutual fund shares. 


Under Illinois insurance law, the assets of Account A are 
owned by Federal Life. Federal Life is not a trustee with 
respect thereto, and Federal Life will administer Account A 
and account for it as a part of Federal Life’s general 
business. However, the income, gains, or losses, realized or 
unrealized, of Account A are credited to or charged against 
Account A pursuant to the Contracts and without regard to 
other income, gains or losses of Federal Life. In addition, the 
assets held in Account A may not be chargeable with 
liabilities arising out of any other business that might be 
conducted by Federal Life. 


Federal Life reserves the right to substitute the shares of 
another investment company for those of the above men- 
tioned companies; such substitution will be made after ap- 
proval is received from the Commission pursuant to Section 
26(b) of the Act, and pursuant to a vote of persons having 
appropriate voting rights under the Contracts. 


Applicants propose to offer owners of the Contracts the right 
to transfer the total or partial value of their interest in a divi- 
sion of Account A to another division of Account A prior to 
or after the annuity starting date without the imposition of 
additional sales and administrative expense charges, provid- 
ed, however, that prior to the annuity starting date no 
transfer may be made within one year from the date of issue 
of the Contracts or within six months of a previous transfer, 
except that a final transfer may be made one month before 
the annuity starting date without regard to the previous 
limitations. After the annuity starting date, no transfer may 
be made within one year of a previous transfer. 


The owner of a Contract may not invest in more than two 
divisions of Account A at any one time, and no partial 
transfer will be permitted if the value of the division from 
which amounts are to be transferred is less than $600 after 
such transfer, or if the amount transferred is less than $300. 


After the annuity starting date, the value of the amount to be 
transferred will be based on the present value of the remain- 
ing payments due, reflecting the attained age of the annui- 
tant and mortality and interest assumptions. The present 
value must be equal to or greater than the minimum reserve 
required by state insurance law. As to the amount 
transferred, the Contract owner will receive monthly 
payments thereafter based on the investment experience of 
the newly selected division. 


Transfers made before the annuity starting date will be made 
at the then cui:ent net asset values of the funds underlying 
the appropriate division. The transfer should have no impact 


‘on the Contract owner other than that resulting from the in- 
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vestment experience of the newly selected division. Further, 
such transfers will have no impact on other Contract owners. 


Section 11 


Section 11(a) of the Act provides that it shall be unlawful for 
any registered open-end company or any principal un- 
derwriter therefor to make an offer to a holder of a security 
of such company or any other open-end investment com- 
pany to exchange its security for a security in the same or 
another such company on any basis other than the relative 
net asset values of the respective securities to be exchanged, 
unless the terms of the offer have first been submitted to 
and approved by the Commission. Section 11(c) provides 
that, irrespective of the basis of exchange, the provisions of 
subsection (a) above shall be applicable to any type of offer 
of exchange of the securities of registered unit investment 
trusts for the securities of any other investment company. 


Applicants assert that the right to transfer from one division 
to another is consistent with the policy of Sections 11(a) and 
(c) and would benefit Contract owners. The apparent pur- 
pose of Section 11, Applicants assert, is to protect investors 
against unfair exchange offers, and, since the transfer 
privilege described herein will be based on the respective net 
asset values of the underlying mutual fund shares and there 
will be no deduction or charge for such transfer, the Contract 
owner is assured that the arrangement is fair. Applicants 
represent that Federal Life gains nothing from the transfers 
except that the attractiveness of the Contracts for their 
customers will be enhanced by the transfer privilege. 


Sections 26(a) and 27(c)(2) 


Sections 26(a) and 27(c)(2), as here pertinent, provide in 
substance that a registered unit investment trust and any 
depositor of and underwriter for such trust are prohibited 
from selling periodic payment plan certificates unless the 
proceeds of all payments, other than amounts deducted for 
sales load, are deposited with a qualified bank as trustee or 
custodian and held under an indenture or agreement con- 
taining specified provisions. Such agreement must provide, 
in part, that (i) the custodian bank shall have possession of 
all the property of the unit investment trust and shall 
segregate and hold the same in trust; (ii) the custodian bank 
shall not resign until either the unit investment trust has 
been liquidated or a successor custodian has been ap- 
pointed; (iii) the custodian may collect fees from the income 
and if necessary from the corpus of the trust for services per- 
formed and for reimbursement of expenses incurred; and (iv) 
no payment to the depositor or principal underwriter shall be 
allowed the custodian bank as an expense, except a fee, not 
exceeding such reasonable amount as the Commission may 
prescribe, as compensation for performing bookkeeping and 
other administrative expenses normally performed by the 
custodian. 


Applicants request an exemption from the provisions of Sec- 
tions 26(a) and 27(c)(2). Applicants state that a 
custodianship or trusteeship of the assets of Account A is 
unnecessary because the assets of Account A will only con- 
sist of shares of the above mentioned mutual funds which 
will be issued under an open account arrangement without 
the use of stock certificates. Applicants represent that 
Federal Life will operate as a regulated insurance company 
subject to the intensive supervision and control of the Illinois 


Insurance Department, and that such control and supervi- 
sion will provide assurance against misfeasance and afford 
the essential protection of a trusteeship. 


Applicants further represent that under Illinois law neither 
Account A nor Federal Life may abrogate its obligation un- 
der the Contracts. Therefore, the dangers against which Sec- 
tions 26(a) and 27(c)(2) are directed are not present. Finally, 
Federal Life states that the assets of the Funds are held in 
custody pursuant to Section 17(f) of the Act by a bank under 
an agreement meeting the requirements of Section 26(a) of 
the Act. 


Federal Life and Account A have consented that any order 
granting the requested exemption from Sections 26(a) and 
27(c)(2) may be subject to the conditions that: (1) any 
charges under the Contracts for administrative services shall 
not exceed such reasonable amounts as the Commission 
shall prescribe, and the Commission shall reserve jurisdiction 
for such purpose; and (2) the payment of sums and charges 
out of the assets of the Separate Account shall not be deemed 
to be exempted from regulation by the Commission by 
reason of the order, provided that Applicants’ consent to this 
condition shall not be deemed a concession to the Commis- 
sion of authority to regulate the payments of sums and 
charges out of such assets other than charges for ad- 
ministrative services, and Applicants reserve the right in any 
proceeding before the Commission or in any suit or action in 
any court to assert that the Commission has no authority to 
regulate the payments of such other sums or charges. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may, by order upon application, conditionally or uncon- 
ditionally exempt any person, security, or transaction, or any 
class or classes of persons, securities, or transactions, from 
any provision or provisions of the Act or of any rule or 
regulation under the Act, if and to the extent that such ex- 
emption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 5, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing thereon. 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon Applicants at 
the address stated above. Proof of service (by affidavit or in 
case of an attorney at law by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponement thereof. 
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For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 502/March 9, 1976 


Admin. Proc. File No. 3-4738 
In the Matter of 


BOWEN AND BOWEN AND ASSOCIATES, INC. 
Suite 240, Landmark Executive Center 

5775A Glendridge Drive 

Atlanta, Georgia 


ROBERT BLAIR BOWEN, JR. 
736 Willow Creek Drive 
Atlanta, Georgia 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these investment adviser proceedings under the Invest- 
ment Advisers Act of 1940 Bowen and Bowen and 
Associates, Inc. (‘‘Registrant’’), a registered investment ad- 
viser,and Robert Blair Bowen, Jr., a director and the president 
of Registrant, have submitted an offer of settlement without 
admitting or denying the allegations of the Order for Public 
Proceedings which the Commission has determined to 
accept. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that Registrant and Robert Blair 
Bowen, Jr. wilfully violated Sections 204 and 206(1)(2)(4) 
of the Investment Advisers Act of 1940 and Rules 204-2 
and 206(4)-2 thereunder, and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 
thereunder, and it is in the public interest to impose the 
sanctions specified in the offer of settlement. 


Accordingly, IT 1S ORDERED that: 


(1) The registration as an investment adviser of Bowen and 
Bowen and Associates, Inc. be, and hereby is revoked, and 


(2) Robert Blair Bowen, Jr. be, and he hereby is, barred 
from association with any investment adviser, effective at 
the opening of business on the second Monday after the 
date of this order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES INVESTOR PROTECTION ACT 
OF 1970 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 56/March 8, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12179/March 8, 1976 
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Litigation Release No. 7302/March 8, 1976 e 
¢% 
SEC v. ASCOT OILS, INC. ET AL. A 
(W.D. La.) 
Richard M. Hewitt, Regional Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Commission, 
today announced the filing of a civil injunctive complaint on j 
February 27, 1976 in federal district court at Shreveport, 


Louisiana, naming as defendants Ascot Oils, Inc., Atlanta 
Drilling Company, Inc., James R. Cunningham, Darryl 4 
A.Buckingham, William L. Franklin, Archibald L. French, 
Donald D. Gardner, Keith H. Houser, John C. King, all of 
Shreveport, Louisiana; Belmont Oil Company and Earl L. 
Robbins, both of Houston, Texas; Laurel Oil and Gas Com- 
pany, f/k/a Laurel Energy Company, and Jerry C. Suggs, 
both of Tulsa, Oklahoma; Destin Oil Company, Joe F. > 
Isaacks, and Donald L. Kirsch, all of Oklahoma City, 
Oklahoma; George A. Gray and Robert G. Ralston, both of 
Metairie, Louisiana; and Thomas S. Parkman of New 
Orleans, Louisiana. 


The complaint alleges that all the defendants offered and 

sold unregistered fractional undivided working interests in 

oil and gas leases located in Texas, Louisiana, Arkansas, 
Oklahoma, Kansas and Mississippi, issued by Ascot Oils, Tr 
Inc., Atlanta Drilling Company, Inc., Belmont Oil Company, i 
Laurel Oil and Gas Company and Destin Oil Company, in | 
violation of the registration provisions of the federal 
securities laws. 


The complaint further alleges that since 1971, Ascot Oils, 
Inc. through Cunningham, Buckingham, French, Franklin, 
Gardner, Gray, King, Parkman and Ralston, offered and sold 
to the investing public fractional undivided working interests 
in oil and gas leases pursuant to 156 Schedule D offering 
sheets filed with the Commission under Regulation B of the 
federal securities laws, and offered and sold identical oil and 
gas interests that were unregistered with the Commission 
using high pressure, long distance telephone, boiler-room 
sales methods which contained numerous false and mis- 
leading representations and omissions of material facts, all 
in violation of the anti-fraud provisions of the federal 
securities laws. 
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The Complaint alleges that since 1962, Ascot Oils, Inc. has 
filed 273 Schedule D offering sheets with the Commission 
and has raised in excess of $14,689,220 in the sale of frac- 
tional undivided working interests in oil and gas leases. 


The sales methods alleged in the complaint consisted of the 
salesmen making unsolicited long distance telephone calls; 
attempting to complete sales beginning with the initial 
telephone call; stating to new investors that they would be 
sold an interest in a well that could not miss so as to start 
them off right with the company; stating to investors that a 
geologist in the company had given the salesman a tip on 
the well being offered; stating to investors that only a few 
interests remained to be sold and the investor should im- 
mediately send in his money to assure the purchase of an in- 
terest; stating to the investors that the salesman had per- 
sonally invested in the well; sending out form letters 
attempting to camouflage that sales were made prior to 
delivery or receipt of an offering circular; and stating to in- 
vestors in the private unregistered offerings that these 
offerings were of better quality than the Schedule D 
offerings and were only offered to a select few. 


The complaint further alleges that Cunningham and French 
formed and used other corporations for the purpose of 
further offering and selling fractional undivided working in- 
terests in oil and gas leases by use of the same high 
pressure, long distance telephone, boiler-room methods as 
those being used by Ascot Oils, Inc. 


The complaint alleges that Cunningham, French, and 
Buckingham formed Belmont Oil Company, Houston, Texas, 
and filed with the Commission 34 Schedule D offering 
sheets and through Gray, Isaacks, Kirsch, Parkman, Ralston, 
Robbins and Suggs, offered and sold more than $4,558,808 
in fractional undivided working interests in oil and gas leases 
by use of the same high pressure, boiler-room techniques as 
used by Ascot Oils, Inc. 


The complaint also alleges that Cunningham and French 
formed Laurel Energy Company, Dallas, Texas, which later 
reincorporated and moved to Tulsa, Oklahoma. Laurel 
Energy Company filed 20 Schedule D offering sheets with 
the Commission. Laurel Energy Company, through French, 
Parkman and Suggs offered and sold $2,614,994 in frac- 
tional undivided working interests in oil and gas leases with 
the same high pressure boiler-room techniques as Belmont 
Oil Company and Ascot Oils, Inc. 


The complaint goes on to allege that Cunningham and 
French formed Destin Oil Company, Oklahoma City, 
Oklahoma and that Destin Oil Company filed 7 Schedule D 
offering sheets with the Commission, and that the firm 
offered and sold $435,379 in fractional undivided working 
interests in oil and gas leases through Isaacks, Kirsch and 
Robbins, using the same high pressure, boiler-room tech- 
niques used by Belmont Oil Company, Ascot Oils, Inc. and 
Laurel Energy Company. 


In addition to the formation and use of Ascot Oils, Inc., Bel- 
mont Oil Company, Laurel Oil and Gas Company and Destin 
Oil Company, the complaint goes on to allege that Cun- 
ningham and Houser used Atlanta Drilling Company, Inc., 
which had originally been formed to drill oil and gas wells for 
Ascot Oils, Inc., to issue fractional undivided working in- 
terests in oil and gas leases that were unregistered with the 


Securities and Exchange Commission, and that were sold to 
public investors using primarily the salemen of Ascot Oils, 
Inc., which included French, Franklin, Ralston, Gardner, and 
Gray. In addition, salesmen of other affiliated companies 
made sales for Atlanta Drilling Company, Inc., including 
Buckingham, Kirsch, Parkman, Robbins and Suggs. 





UNITED STATES OF AMERICA v. NICHOLAS CHIOLA 
(NORTHERN DISTRICT OF ILLINOIS, EASTERN 
DIVISION 76 CR 194) 

Release No. 7303/March 8, 1976 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Commission 
and Samuel Skinner, United States Attorney for the 
Northern District of Illinois, jointly announce the return of an 
indictment by a Federal Grand Jury on February 17, 1976, 
charging Nicholas Chiola with violations of Sections 17(a) 
and 32(a) of the Securities Exchange Act of 1934, as 
amended. 


The indictment alleged that the defendant caused Mesirow 
and Company, a registered broker-dealer, to fail to make and 
keep current its books and records by, among other things, 
depositing Mesirow company checks into his personal bank 
account and thereafter concealing the defalcation by making 
false entries in the company’s stock borrowed account. 





Litigation Release No. 7304/March 9, 1976 


UNITED STATES v. JOHN O. PITTS, JR. ET AL 
(N.D. TEX.) 


Michael P. Carnes, U. S. Attorney for the Northern District of 
Texas, and Richard M. Hewitt, Administrator of the Fort 
Worth Regional Office of the Securities and Exchange Com- 
mission, today announced that on March 3, 1976 a Federal 
Grand Jury in Amarillo, Texas returned a 28-count indict- 
ment before Federal District Judge Halbert O. Woodward, 
naming as defendants John O. Pitts, Jr., Perryton, Texas, J. 
D. Hodges, Woodward, Oklahoma and Henry F. Shrum, 
Oklahoma City, Oklahoma, formerly of Perryton. 


The indictment stems from an investigation by the Securities 
and Exchange Commission and the Department of Justice 
into the activities of Wheatheart, Inc., Perryton, Texas, which 
was primarily engaged in the business of operating cattle 
feedyards, and its wholly owned subsidiary Wheatheart Cat- 
tle Company which was engaged in the offer and sale to the 
public of limited partnership interests in cattle feeding 
programs. 


Pitts, Hodges and Shrum were charged with securities fraud, 
filing false statements with a bank, and interstate transpor- 
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tation to obtain money by fraud and conspiracy to violate 
those statutes. 


Wheatheart, Inc. and Wheatheart Cattle Company were 
placed under Chapter X! of the federal bankruptcy laws on 
January 22, 1975. 


Pitts, Jr. was a shareholder, director and president of 
Wheatheart, Inc., a director of Wheatheart Cattle Company 
and a general partner of certain public limited partnership 
eaiiie feeding funds. 


Hodges was a shareholder and director of Wheatheart, Inc., 
a director of Wheatheart Cattle Company, and a general 
partner of certain public limited partnership cattle feeding 
funds. 


Shrum was a treasurer of Wheatheart, Inc. 


The indictment charged that since 1971 Pitts, Jr., Hodges 
and Shrum: 


(1) converted Wheatheart, Inc. and investors’ moneys to 
their own personal use and benefit by using affiliated com- 
panies and in concealment thereof, directed that 
Wheatheart, Inc. charge transfers to these affiliated com- 
panies to an account receivable; 


(2) manipulated the books and records of Wheatheart, Inc. 
and caused the certified public accounting firm of Peat 
Marwick, Mitchell & Co. to issue false and misleading cer- 
tified financial statements; 


(3) converted public investors and private customers’ cattle 
feed to Wheatheart, Inc.'s own use and benefit: 


(4) caused Wheatheart, Inc. to purchase and sell cattle for 
public investors and private customers without properly 
remitting the purchase or sale proceeds; 


(5) pledged to a bank as collateral for a load Wheatheart, 
Inc.'s accounts receivable and then diverted from that bank 
payments received on these accounts receivable; 


(6) pledged previously mortgaged collateral as collateral for 
other bank loans; 


(7) obtained a $600,000 bank loan by misrepresenting the 
true ownership of certain cattle pledged as collateral for the 
loan. 


The indictment further charged Pitts, Jr.. Hodges and Shrum 
with violation of the antifraud provisions of the federal 
securities laws in the offer and sale of the limited partnership 
interests in Wheatheart Cattle Feeding Funds registered 
with the Securities and Exchange Commission. Pitts, Jr., 
Hodges and Shrum were charged with making misrepresen- 
tations of material facts in the offer and sale of the 
securities, including the following: 


(1) that all transactions by the Cattle Feeding Funds with 


Wheatheart would be on the same terms as with other 
customers; 


(2) that the defendants would use their best business judg- 
ment and good faith in serving the needs of the Funds; 
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(3) that collatera! for various loans by Wheatheart was good 
and valid; 


(4) that an account receivable on the books of Wheatheart, 
Inc. was really a clearing account. 


The defendants are also charged with omitting to state 
material facts, including the following: 


(1) that between March 1973 and January 1975 
Wheatheart, Inc. was insolvent: 


(2) that Wheatheart, Inc. had transferred substantial sums 
of money to an affiliated cattle buying company for other 
than the purchase of cattle; 


(3) that the defendants caused certain assets of 
Wheatheart, Inc. to be double mortgaged; 


(4) that payments on pledged accounts receivable were not 
being properly handled; 


(5) that the defendants had converted investor and private 
customers’ money to their own personal use and benefit. 


The indictment further charged Pitts, Jr., Hodges and Shrum 
caused to be made and presented to the First National Bank 
& Trust Company of Oklahoma City false statements, 
overstating the amount of valid accounts receivable pledged 
at that bank as collateral for a loan. 


The indictment further charged that in January 1975 Pitts, 
Jr., Hodges and Shrum fraudulently obtained a $600,000 
bank loan from the First National Bank & Trust Co. of 
Oklahoma City, Oklahoma. 

The defendants will be arraigned on March 19, 1976. 


See also Litigation Release Nos. 6908, 7012 and 7064. 





Litigation Release No. 7305/March 9, 1976 


SEC v. SNOW BELLS INVESTMENT ASSOCIATES, ET AL. 
(U.S.D.C. CIVIL ACTION No. 76-167) 


Robert H. Davenport, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission an- 
nounced that on February 18, 1976, a complaint was filed in 
the Federal District Court for the District of Colorado seeking 
to enjoin Snow Bells Investment Associates, Schindel Haus 
Dienstag Investments, Schindel Haus Montag, Mountain 
Development Associates, Maroon Bellis Investment 
Associates, Crystal Condominium Investment Associates 
and Condominium Investment Associates (all of which are 
limited partnerships located in Colorado); Aloha de Mexico, 
Ltd., (a limited partnership with properties located in Man- 
zanillo, Mexico); Charles F. Weydert, Thomas O. Markham, 
James E. Meadows, James D. Collins, and Martin E. 
Schottenheimer from violations of the registration provisions 
of the Federal Securities Act of 1933. The complaint further 





be 


se 


ey 


12 








‘ Si 


ey 


cz 


y 





seeks to enjoin Charles F. Weydert from violations of the 
anti-fraud provisions of the Federal Securities Act of 1933 
and the Securities Exchange Act of 1934 and the rules 
promulgated thereunder. 


The complaint also asks that the court take exclusive 
jurisdiction of each of the above-named limited partnerships 
and appoint receivers to take all necessary action to protect 
the interests of the limited partners and creditors with 
respect to the transactions set forth in the complaint; and 
that the defendants be required to make restitution to the 
public investors, and to disgorge funds which they have 
received as a result of their sales and/or purchases of certain 
limited partnership interests. 


The allegations set forth in the complaint relate to the offer 
of sale and sale by the defendants of limited partnership in- 
terests in the above-named limited partnership defendants. 





Litigation Release No. 7306/March 9, 1976 


United Stated of America v. Robert J. Pelligrini 
(U.S.D.C., Mass.) 


Floyd H. Gilbert, Administrator of the Boston Regional Office 
of the Securities and Exchange Commission, today an- 
nounced that on March 4, 1976, Federal District Judge 
Joseph L. Tauro for the District of Massachusetts, imposed a 
suspended sentence of one year and probation for a period 
of two years upon the defendant, a special condition of 
probation being that the defendant is to perform ten hours of 
charitable work during his probationary period. 


The Five Count Information filed in the United States District 
Court in October 14, 1975, charged that the defendant 
violated tha anti-fraud provisions of the federal securities 
laws. 


On February 3, 1976, the abovementioned defendant 
appeared before Judge Tauro, waived indictment and plead- 
ed guilty to two “ounts of the Information. 


The defendant was employed as a security salesman for 
Hodgdon and Company. Hodgdon and Company, a 
Massachusetts Corporation, conducts a general securities 
business and is registered with the Securities and Exchange 
Commission as a broker-dealer. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 7307/March 10, 1976 


The Securities and Exchange Commission (‘Commission’) 
announced that on March 3, 1976 the Honorable Oliver 
Gasch, U. S. District Judge for the District of Columbia 


entered judgment in favor of the Commission against VTR, 
Inc. (“VTR”) payable to the order of the United States in the 
sum of $1,575 and in favor of the Commission against 
David E. Jordan (‘Jordan’), President of VTR, payable to the 
order of the United States in the amount of $4,725. Judge 
Gasch ordered that both these fines be paid into the Registry 
of the Court on or before March 26, 1976. The March 3, 
1976 Judgment Order also provided that the awards were 
made without prejudice to such further proceedings the 
Commission may initiate for additional relief to remedy any 
continuing contempt by VTR and Jordan and without pre- 
judice to the Defendants’ right to move the Court to vacate 
the award upon a showing of compliance on or before 
March 26, 1976. 


On October 22, 1975 Judge Gasch had found VTR and Jor- 
dan in civil contempt of the Court’s Final Judgment of Per- 
manent Injunction entered April 19, 1973 which required 
VTR to file with the Commission at its headquarters in 
Washington, D.C. within a specified time certain delinquent 
reports and enjoined VTR from further failing to timely and 
properly file annual, quarterly and other reports with the 
Commission. In that October 22, 1975 decree of contempt. 
the Court found, among other things, that VTR had not filed 
and Jordan had not caused to be filed with the Commission 
VTR’s annual report on Form 10-K for its fiscal year ended 
December 31, 1974 and an appropriate amendment under 
cover of Form 8 correcting material deficiencies with respect 
to its annual report on Form 10-K for its fiscal year ended 
December 31, 1973. In a supplemental order of November 
4, 1975 the Court, among other things, ordered VTR to file 
those reports with the Commission and Jordan to cause 
them to be so filed on or before December 1, 1975. It was 
further provided that VTR should be fined $25 per day and 
Jordan $75 per day for each day after December 1, 1975 
there was a failure to fully comply with those filings re- 
quirements and the Court’s Orders. Upon a showing by the 
Commission that VTR and Jordan had failed to effect those 
filings from December 2, 1975 through February 2, 1976 
Judge Gasch entered judgment for sixty-three days of the 
previously imposed fine. 





Litigation Release No. 7308/March 11, 1976 


S.E.C. v. CANYON SILVER COMPANY, et al. 
(D. Mont. Missoula Div. CV-76-10-M) 


Jack H. Bookey, Regional Administrator of the Seattle 
Regional Office of the Securities and Exchange Commission, 
announced that on March 2, 1976, the Honorable Russell E. 
Smith, Chief Judge of the U. S. District Court of Montana at 
Missoula, issued a Decree of Preliminary Injunction against 
Canyon Silver Company, a Nevada corporation and Urcle C. 
Campbell of Thompson Falls, Montana enjoining them from 
further violation of the registration and anti-fraud provisions 
of the federal security laws. 


For further information, see Litigation Release No. 7273. 
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Litigation Release No. 7309/March 11, 1976 


S.E.C. V. SUMMER HILLS, INC., ET AL., (U.S.D.C. 
COLORADO, CIVIL ACTION NO. 76-M-125) 


Robert H. Davenport, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on February 17, 1976, U.S. District Judge, 
Richard P. Matsch, entered an order of Final Judgment of 
Permanent Injunction Against Summer Hills, Inc., Armon 
Systems of Colorado, Inc., Western Armon Systems, Inc., a 
Colorado corporation, Western Armon Systems, Inc., a 
Wisconsin corporation, Western Armon Systems, Inc., a 
Virginia corporation, Bio-Systems Enterprises, Inc., and 
Joseph B. Erni, all of Thornton, Colorado. 


The order entered by Judge Matsch enjoins the defendants 
from violating the registration and antifraud provisions of the 
Federal securities laws. The defendants consented to the en- 
try of the order without admitting or denying the allegations 
of the Commission's complaint. 


The Commission's complaint alleged, among other things, . 
that the named defendants violated the registration and 
antifraud provisions of the Federal securities laws in connec- 
tion with the offer for sale and sale of common stock and in- 
vestment contracts in the nature of exclusive licensing 
agreements. For further information see Litigation Release 
No. 7272. 





Litigation Release No. 7310/March 11, 1976 


SEC v. AMERICAN PETROLEUM, INC. et al. 
(N.D. Ga. C76-25) 


Jule B. Greene, Administrator of the Atlanta Regional Office 
of the Securities and Exchange Commission, announced the 
filing of a complaint in the United States District Court for 
the Northern District of Georgia, at Rome, on February 27, 
1976, seeking preliminary and permanent injunctions 
against American Petroleum, Inc. (API), United Petroleum 
Corporation (UPC), Edward S. Thomas, John H. Love and 
William C. Martin 


The Commission's complaint charges API, a Tennessee cor- 
poration; UPC, a Kentucky corporation; Thomas of 
Crossville, Tennessee; Love of Glascow, Kentucky; and, 
Martin of Rome, Georgia with violations of the registration 
requirements and anti-fraud provisions of the Securities Act 
of 1933 and the anti-fraud provisions of the Securities Ex- 
change Act of 1934, in the offer and sale of fractional un- 
divided interests in oil and gas wells. The defendants are 
alleged to have made misrepresentations concerning, 
among other things, monthly returns, projections of profit, 
and the use of proceeds in the offer and sale of such 
securities. 
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